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CHILDREN iN POVERTY

WEDNESDAY, MAY 22, 1985

House or KEPRESENTATIVES,
, CoMmITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON PUBLIC ASSISTANCE
AND UNEMPLOYMENT COMPENSATION,
Washington, DC.
The subcommittee met, pursuant to notice, at 10 a.m., in room
B-318, Rayburn House Office Building, Hon. Harold Ford (chair-
man of the subcommittee) presiding.
[The press release announcing the hearing follows:]

{For i diate release, Wedneoday, May 15, 1985}

Hon HARoOLD Forp OF TENNESSEE, CHAIRMA! , SUBCOMMITTEE ON PUBLIC ASSISTANCE
AND UNEMPLOYMENT COMPENSATION, COMMITTEE ON WaYS ANp MEeAns, U.S.
House or REPRESENTATIVES, ANNOUNCES A HEARING ON THE Stupy, “CHILDREN IN
Poverty, 1959-1984,” CONDUCTED BY THE CONGRESSIONAL RESEARCH SERVICE AND
THE CONGRESSIONAL BUDGET OrrICE

The Honorable Harold Ford (D., Tenn.), Chairman, Subcommittee on Public As-
sistance and Unemployment Compensation of the Committee on Ways and Meaus,
U'S House of Representatives, arnounced today that the Subcommittee will hold a
hearing on Wednesday, May 22, 1985, on the study, “Children in Poverty, 1959-
1984, conducted by the Congressional Research Service (CRS) and the Congression-
al Budget Office (CBO). The study will be released at the hearing, which will begin
at 10:00 a.m. in room B-318 Rayburn House Office Building.

In announcing the hearing, Chairman Ford said, “Congressman Rangel and I re-
quested this study because we wanted to explore the factors which influence the
poverty rate among children. The researchers were asked to examine demo%-ap}uc
trends, economic factors, government policies and aother factors which could help to
explain why, despite increased government expenditures, the poverty rate among
ghéhd,x;en has risen. Policy options to reduce poverty among child.cu are also exam-
ined.

Only invited witnesses will testify at the hearing. They. wil be representatives of
the Congressional Research Service and the Congressional Budget Office. Public wit-
(rilaessw will be invited to testify at a subsequent hearing to be announced at a later

te.

WRITTEN STATEMENTS IN LIEU OF PERSONAL APPEARANCE

Persons submitting a w_itten statement for the record of the hearing should
submit at least six (€) copies of their statements b&)the close of business, Friday,
June 14, 1985, to Joseph K. Dowley, Chief Counsel, Committee on Ways and Means,
U'S House of Representatives, Washington, D.C. 20515. If those filing written state-
ments for the record of the printed hearing wish to have their statements distribut-
ed to the press and interested public, they may provide 75 additional copies for this
purpose to the full Committee office before the hearing begins.

Chairman Forp. The Subcommittee on Public Assistance and
Unemployment Compensation will come to order.

On August 10, 1984, the Public Assistance Subcommittee, along
with the chairman at that time of the Oversight Subcommittee of
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the Committee on Ways and Means, requested that the Congres-
sional Research Service, along with the Congressional Budget
Office, conduct and submit back to this committee a study pertain-
ing to children in poverty. We are very happy and pleased to have
the Congressional Research Service and CBO submit today to this
committee the findings on children in poverty, and we are delight-
ed to have representatives of both agencies here with us today.

I joined with Congressman Rangel in asking the Congressional
Research Service and the Congressional Budget Office to undertake
a major study of children in poverty. We asked for the study be-
cause of the alarming rise of the number of poor children in this
country. We asked the Congressional Research Service to examine
in depth the various factors that affected the poverty rate in chil-
dren, including demographic trends and government policies. We
asked the Congressional Budget Office to examine various policies
that would reduce poverty among children. The facts about chil-
dren living in poverty are distressing. There were 13.8 million chil-
dren living in poverty in 1983. The incidence of poverty among
children climbed more than 50 percent from 1973 to 1983. Children
are the poorest age group in this Nation. More than half{ of the
children in all female headed families are poor in America. More
than two-thirds of children in black female headed families are
poor. More than 2.5 million children were poor in 1983, even
though a parent worked fulltime all year round, and almost half of
all black children, and one-third of all Hispanic children were poor
in 1983. As a Nation, we can run, but we cannot hide from these
facts. These are children. Through no fault of their own they are
living in poverty.

Economic growth by itself will not help all of these children, only
a portion of them. We must complement economic growth with a
national commitment to break the cycle of poverty and the cost of
such a commitment will not be small, but unless we invest now in
this endeavor, we are going to see a permanent underclass develop
in this country, a significant portion of our population born in pov-
erty without any hope for a better life.

uch a development is something that we in this Congress and
we in this Nation cannot afford, and I just want to personally
thank once again the Congressional Research Service, as well as
the Congressional Budget Office, for conducting this study and re-
turning this information back to the subcommittee, and we look
forward to hearing from the witnesses today, when we discuss not
only those trends, but also offer some solutions and recommenda-
tions to some of the problems to bring the children of this Nation
out of poverty.

At this time the Chair will recognize Mr. Campbell.

Mr. CampBELL. Thank you, Mr. Chairman.

Mr. Chairman, I want to thank you for holding this hearing
today for publication of this study, and we are here to be briefed by
the Congressional Research Service and Budget Office on a very
impressive and voluminous study that they have put together on
children in poverty. I understand that many dedicated individuals
have devoted the better part of a year to this effort, and we are
looking forward to seeing the results of this work, which I have
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just received. I have not had time to look at it as of yet, so I may
not be able to ask many questions about it.

The Committee on Ways and Means and the subcommittee are
fortunate to be able to rely on both of these staffs in helping us to
focus in on what has got to rank as one of the most difficult and
frustrating policy issues before us today. We are currently working
from summaries of the study itself in trying to prepare for this
hearing. The entire study, which I said I have just received, is
longer than 650 pages of fairly small print, with scores of charts,
tables, and over half a dozen appendices, which means it will take
about a month of my studying to go through all of these and get
completely u%to speed. I am sure that it is somewhat like an ency-
clopedia of philosophy, and that we will be able to quote chapter
and verse from it to supﬂort practicallg' an¥l point of view.

I have a feeling that this report, although it is the culmination of
a year’s long effort, represents more of a starting point then a con-
clusion. Many issues have been raised in this study, and many op-
tions for the reduction of poverty among children have been evalu-
ated and we will want to explore these further.

For example, I have been very impressed with the distinction
made between those in poverty for a long and for a short duration.
I would like to learn more about why some people have only short
spells of poverty, while others suffer long-term persistent poverty.
Perhaps as we contemplate program changes we could take into ac
count the differences in these populations.

I am interested in the analyses of the impact of the economic
cycle on poverty rates. Evidently we cannot hope, ever, to reduce
poverty among children unless we have a sound and growing econ-
omy. But at the same time, as Chairman Ford said, economic fac-
tors will not be enough to eliminate poverty altogether, at least for
some children.

I am also interested in teenage pregnancies and what impact
children having children has on poverty in this country, as well as
why there is a large and really ominous growth in the number of
female heads of households, and whether this is related directly
and in a causal manner to poverty among children in this country.
We must ask why there are more children without both parents,
and whether our programs are impacting in this area.

It is clear that there are a number of ways to go about measur-
ing poverty, although the trend lines will I_{>robably remain the
same no matter what methodology is used. However, I would like
to know if the different ineasures of poverty might possibly lead us
to different program outcomes, to emphasize one type of assistance
or another, and, if so, what the differences might be.

Market income, what the parents earn, is obvio.sly an important
determinant of whether or not children are poor. I would like to
look at what this study and options tell us about ways to assist
poor families without, at the same time, reducing their market
Income.

In closing, let me say that we are already aware that this nation
pays a terrible price for having so many children living in poverty.
The children’s chances to become productive citizens are lessened.
We often have to spend mo ey on programs to remedy poverty re-
lated ailments, conditions, and problems which could have been
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avoided in the first place, and, as a Nation, we lose the benefit of
having all our citizens functioning at their best and highest level.

I enticipate the opportunity to read this study thoroughly and to
glean from it some insights into the most promising ways to deal
with this persistent and discouraging problem. I want to thank you
again for being here.

Chairman Forp. Thank you, Mr. Campbell.

And before we call upon. :he two agencies to enlighten us on this
subcommittee about the demographic trends and the economic fac-
tors and the Government policies which explain why there is so
much poverty among children, we are delighted to have with us
today one of our very able members of the other body of the Con-
gress, the very distinguished member of the U.S. Senate from the
State of New York, Senator Moynihan.

We are happy to have you, and we will be happy for you to make
any opening statement you wish to make.

STATEMENT OF HON. DANIEL P. MOYNIHAN, A U.S. SENATOi!
FROM THE STATE OF NEW YORK

Senator MoyNIHAN. Mr. Chairman, it is an honor to be here. I
have appeared before you. This is the first opportunity to appear
on your side, and with Mr. Campbell.

If not prezumptious, I would like to congratulate you and the
House for this study. The subcommittee has really kept at this
issue, and this kind of work is not done on our side. I wish it were.
I am on the comparable subcommittee of the Finance Committee.
We do not do this work, you do. I would make one point, which you
are familiar with, but not everybody is familiar with. Something
quite extraordinary has happened in our country, and it is prob-
ably the only such countr{1 in the world about which that this can
be said. We have turned the chances of being poor upside down. In
our country today the chances of a young child being poor are six
times as great as that of an older person who has retired from the
work force, and it is not a question of in Denmark we have 100
poor pgod;j_le and §0 of them children. I mean, about one in every
five children in this country is poor. The exact number comes down
to about 18 percent if the market value of noncash benefits is
counted in income. And for a person who is over 65, that figure is 3
percent, and there are large numbers in the case of children, 14
million compared to less than 4 million older persons who are poor
in this country.

Now, what does this say about the future? There cannot be a
time in hist,or}y:1 in the past where the number of poor children
would reflect the number of poor parents. It is not new. We do not
understand it, and that is why I welcome your having this hearing
and allowing me to take part in it.

Chairman Forp. Thank you very much, Senator, and immediate-
ly after the witnesses have an opportunity to testify before the sub-
committee and have a dialog with members of this %Znel later this
morning, I would be happy to announce that I will be joining with
the Senator and we will be introducing in the House as well as in
the Senate today legislation to address some of the problems and
some of the ills of the poor of our Nation, and I am talking in ref-
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erence to antipoverty leiiglation, which will be introduced today,
and later today we will have a press conference announcing that.

At this time the subcommittee would like to recognize Mrs.
Velma W. Burke, a specialist in social legislation and head of the
Income Maintenance Section, Education and Public Welfare Divi-
sion of the Congressional Research Service.

Also, Dr. Rudolph G. Penner, who is director of the Congression-
al Budget Office.

At this time, Mrs. Burke, the Chair will recognize you.

L STATEMENT OF VELMA W. BURKE, SPECIALIST IN SOCIAL LEGIS-
LATION, AND HEAD OF THE INCOME MAINTENANCE SECTION,

EDUCATION AND PUBLIC WELFARE DIVISION, CONGRESSION-
AL RESEARCH SERVICE, LIBRARY OF CONGRESS, ACCOMPA-
NIED BY JEAN GRIFFITH AND RICHARD RIMKUNAS

Mrs. Burke. Thank you, Mr. Chairman, Representative Camp-
bell, Senator Moynihan.

On behalf of the Congressional Research team of analysts who
prepared this report, I would like to thank you for the opportunity
to give a brief account of our work.

With me today are two other members of our poverty study
team, Jean Griffith, and at the end of the table, Richard Rim-
| kunas. Dr. Griffith is a demographer. Mr. Rimkunas compiled and
; prep?tred much of the data and did much of the analysis for the
report.

We had a large team, some 12 people worked on this. As Mr.

Campbell has remarked, the report is very long, and even the sum
mary of the report is rather long.

I am submitting for the record a summary of the report, but plan
this morning to discuss the report in brief by use of some briefing
papers, which I think everyone has received.

Chairman Forp. Your full text will be made a part of the record,
and you may summarize in any way you wish.

Mrs. Burke. Child poverty is a persistent problem, and for many
years it has been growing as the chairman said. In the 10 years
from 1973 to 1983, it grew more than 50 percent. An extra 8 chil-
dren per 100 were added to the poverty population in that decade.

This lifted the child poverty rate to 22.2 children per 100. That is
the highest level since the mid-1960’s. The increase in the rate of
poverty of children was so great in this decade that although the
tota. population of children in the country declined by 6 million,
we had an extra 4 million poor children. Our study explores the
growth and the persistence o1 child poverty. It deals only with
income poverty. It does not deal with other impeverishments, some-
times cited by ecoromists, such as education poverty, health pover-
?, transportation poverty. We deal only with income poverty. We

id not examine the possible impacts of insufficient money upon a
child’s health, his education, his aspirations, his work ethic.

The method that we used ty exAamine this problem was to study
and to examine income data from the Census Bureau relating to
children for a number of years, from 1968 to 1983. Thanks to
modern technology, our industrious team efforts, and computers,
we analyzed data on some 2% million persons. The file that we
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amassed provides more information about the economic status of
children than had been put together before. How did we use this
data? We analyzed the poverty status of children in ways that sup-
plement what the Census Bureau normally does.

As you probably know, when the Census Bureau decldes who is
poor, it looks at the cash income of the family before paying taxes,
and it compares the cash income of the family to a yardstick, the
poverty threshold. That threshold is roughly the sum of money
equal to three times the cost of the thrifty food plan. The threshold
is adjusted for family size, and, to some extent, for family compesi-
tion.

We used that yardstick and app'ied it at different stages of the
economic life of the family. We first used the yardstick to calculate
how many children were poor on the basis of their market income
only: how many children were poor if you looked just at the family
earnings and other market income. We called that the market
income poverty rate. We looked at trends in that rate.

Now, the Government can intervene to assist children who are
poor with cash payments of two kinds, first, social insurance and,
second, welfare, which is adjusted for need. So we looked at the
contribution of each category. We calculated the poverty rates after
social insurance, and before welfare, and then we calculated ‘he
poverty rates after all cash payments. The last calculation would
be euivalent to what the Census Bureau does; it gives us the offi-
cial poverty rate. It happens that Federal outlays for noncash aid
to needy persons now far exceed those made in the form of cash. So
we also did some calculations to see how trends are affected and
poverty rates are affected if you count noncash benefits; and Sena-
tor Moynihan's comparison of the poverty rate of c‘nldren and the
aged makes use of that kind of data. If you take into account major
noncash benefits, ncludmg medical benefits, then, indeed, the aged
have a poverty rate that is about one-sixth that of children.

Our report is organized around, I would say, five major ques-
tions, and the briefing will follow the same order.

First, the extent of the problem, second, tke extent to which pov-
erty rates are influenced by househcld composition, third, the
extent to which poverty rates reflect earnings of different kinds of
families, fourth, the capacity of economic growth to influence pov-
erty rates, and finally, the effect of government transfers upon pov-
erty rates.

Chart 1, which is in your packet and also up on the easel, dis-
plays the mcldence of poverty for three age groups, from 1966 to
2J83, and it is immediately apparent that in 1974 children dis-
placed the aged as the poorest age group.

[Chart 1 follows:]
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QURT 1
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Murs. BURkE. The rise from 1973 to 1983, as we said, is more than
50 perceut, and the end result in 1983 was that 22.2 children per
100 were poor. Now, that rate is about 50 percent above the rate
for the aged, so if you measure the comparison in cash you get a 50
percent higher rate for the aged. The population of poor children
changed somewhat over this period. Back in 1966, 59 percent of the
children were white. In 1983, the share rose to 63 percent, because
in this period the population of poor children became somewhat
more white. Much of that occurred in the last few years. The red
line, sharing child poverty incidence, ascends especially fast from
1978 to 1983. That was a time, as we will be discussing, when pov-
erty rates rose sharply for children in two-parent families.

People often ask why did poverty rates for the aged go down so
very rapidly, and I would say that the short answer is that we have
made a commitment to the economic security of the aged, which is
illustrated in a couple of ways. The Social Security Program cov-
ered most of the aged in the period shown, Also, in the early
1970’s, the program received a high ad hoc benefit increase, and
then, in 1975, had its first automatic cost of living adjustment.

In addition, in 1974 we inaugurated a guarantee of cash income
for needy aged persons, the Supplemental Security Income Pro-
gram, and that program also has beuefits which are adjusted for
inflation.

In the case of children, we do not have a counterpart program.
The Social Security Act includes a program for needy children
called AFDC [aid to families with dependent children]. but its bene-
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fits are set by States and have been eroded by inflation, as you will

see.

There alsc are Social Security “insurance” benefits for children.
For children o receive Social Security, they do not have to pass a
test of need. Instead, they have to have lost a parent through
death, or they have to have a parent who has retired or is disabled,
and we will ese later that the Federal dollars spent for children
and their parent caretakers in the Social Security Program exceed
the Federal dollars spent on the AFDC Program. So social insur-
ance for children is also important.

The poverty income gap of children has increased. We have not
only had a rise in the incidence of poverty among children, there
also has been a rise in their poverty income gap, which is the
shortfall, the amount of cash by which a family’s income is short of
its poverly threshold. The aggregate income shortfall for children
increased from $17 billion in 1973 to $15.9 billion in 1683 in con-
stant dollars.

Who were the 13.8 million poor children in 19837 Well, that is
summarized on the first page. I will not go into great detail, but I
will call your attention to the fact that they are roughly divided
between children in female headed families and children in male-
present families, the latter being iwo-parent families and those in
which the father is raising children alone. Almost one-third of the
poui .hildren had separate or divorced mothers, and one-eighth of
the poor children, 1.8 million, had never-married mothers.

Table 1, which is on page 5, gives a picture of the variety of
rates, and I guess it suffices to say that a child’s chances of being
poor are varied, depending upon race, family type, and presence of
the father in the home.

[Table 1 follows:]

TABLE 1.—POVERTY RATES PER 100 CHILDREN BY FAMILY TYPE AND RACE, 1983 *

AX chidrtn
Chidren White Black Hispani under 18
yoars

[ | R 123 46.7 38.2 2.2
In female-headed famides (total) 4756 685 105 55.8
Mothers: Never martied ... .....ccoe won s oe - n3 1.2 838 151
Scparated or divorced 413 658 701 835
Widowed - 29 60.7 389 4Ll
In matepresent famities 119 238 123 135

2 These rates reles to ail chidken undes age 18 and Gffer from those for related chidren, which are used m tis maport for trend data.

Mrs. Burke. In general, a black child was almost three times as
likely to be poor as a white. Almost cne-half of the black children
were poor, more than one-third of the Hispanics, and about one-
sixth of the whites.

Family type has a profound influence upon poverty. In a female-
headed family a black child has a chance of more than two-thirds
of being poor. The group with the highest probability of poverty is
children of never-married mothers. Overall, three out of four such
children were poor in 1983, and, regardless of race; the poverty
rate exceeded 70 percent for whites, for blacks, or Hispanics.

12
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You will note that two-parent families show a variation in pover-
ty rates as well. The rate for male-present families in the black
community was double the poverty rate for whites; and in the case
of Hispanics, it was more than double.

I should mention that there are distinctions between groups of
mr people other than their incidence of poverty. As Mr. Campbell

pointed out, there is a distinction between those who are long-
term poor and those who are short-term poor, and we find in gener-
al that two-thirds of the children who are poor at any time during
their childhood—we define that as a 15-year period—are poor for
no more than 4 years, but about one-seventh of those who are poor
at one time in their childhood are poor for at least 10 years. Those
who are persistently poor are demog.ay " ically somewhat different
from those who are short-term poor: over 90 percent of these chil-
dren are black, and they tend to live in the South, in rural aress,
and to not have a father at home.

As we talk about work and poverty, you will see that there are
differences in earnings by race. Chart 2, which I will refer to very
briefly, shows what I discussed earlier, the market income, poverty
rate of children. We see that if children had only earnings or other
market income of their parents, the rate of poverty would be very

high.
[Chart 2 follows:]

CHART 2

Poverty Rates for All Children
by Source of Income : 1972 — 1983
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Mrs. Burge, In 1982 and 1983, it exc:eded one out of four chil-
dren. In the period on this chart it is o’er 20 percent most of the
time. Back in 1974 the rate was one out of five children. This dete-
rioration presents a very serious problera for government. It makes
the job of government more difficult #.1d more expensive, if govern-
ment has decided a goal is not to let the poverty rate rise. You see,
when the market income poverty rate rises, unless there is a sharp
increase in government transfers, the official poverty rate will also
rise, and in this case, if we trace the course of the market income
poverty rate over this decade, we find that it rose 40 percent from
1973 to 1983. However the all-cash poverty rate, the official poverty
rate, rose 50 percent, and we can tell from this difference that the
contribution of government transfers wus relatively smaller in 1983
than it was back in 1973,

People ask, why is the poverty rate of children rising? Why is
childhood poverty so persistent? Demographics explains some of
the rise. Economics explains some. The share of children in female-
headed families more than doubled from 1959 to 1983, In 1959, 9
percent of the children were in female-headed families. In 1988, the
share was 20 percent. Our study indicates that if the proportion of
children living with their mother alone had remained at the 1959
level of 9 percent, and nothing else had changed, although in the
real world, things probably would have changed, we might have
had 3 million fewer poor children than we did in 1983. That is
shown on chart 3, page 7.

[Chart 3 follows:]
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CEXRT 3

Estimated Child Poverty Rate Assuming
Family Composition Had Not Changed
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Mrs. Burke. Why has the composition of the American family
changed so drastically? According to some analysis done by Jean
Griffith, our demographer, in the 1970’s, the two main reasons,
aside from the basic increase in population, were an increase in
family break-up and an increase in births to unwed mothers.

In 1980 almost one-fifth of the new babies were born to unmar-
ried mothers. forty-eight percent of the black babies, 11 percent of
the white babies. Further, there has been a rise in the rate of
births to unmarried teenagers. That rate quadrupled from 1940 to
1983. The rate of births to teenagers itself is going down, but the
rate to those who do not marry before giving birth has gone up.
This rits a serious problem for those who are concerned about child
poverty.

The studies that follow families over time indicate that there is a
high probability that a baby born to an unwed mother will be poor,
and if a baby is born into poverty, the longitudinal studies indicate
that the chances are that the babgv will be poor a long time. In the
case of black babies the expected duration is about 15 years.

Not only is there a greater probability that a child will be poor if
he lives with his mother alone—the probability is four times that
of a child living with his father as well—but the poor child who is
living with his mother alone is likely to be poorer. His goverty is
deeper. We calculated the deficit and found that in 1980 a poor
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child with his mother alone needed about $1,300 to reach the pov-
g;% threshold. The poor child with a father at home needed about

I have mentioned that in the period on the chart when the pover-
ty rate climbs especially fast among children, from 1978 to 1983,
the rate increased especially fast in the dominant group of families,
the two-parent families, who account for 80 percent of our children.
The fast rate of poverfy increase among two-parent farnilies meant
that in this period there was a kind of “defeminization” of poverty.
Chart 4, on page 8, shows the composition of children in poverty
over the years. On this chart, if you were to draw a line from 1978
upward, you would have the point where the child population was
most feminine in the sense that the highest proportion of poor chil- |
dren were in female-headed families that year, about 59 percent;
but as we have already said, by the end of this period the distribu-
tion was about half and half.

[Chart 4 follows:]
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Mrs. Burke. Work and poverty was also an issue we looked at;
and, as Mr. Ford has said, we found some surprises in that study.
Most people would agree, and assume, that a child must have a
parent who is working if he is likely not to be in poverty. Unless a
child has a trust fund, or unless he lives in the one State where the

maximum benefit is equal to the poverty threshold, most
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children need a breadwinner in order not to be poor. What was sur-
prising to us was the degree to which we found chiidren who were
poor, although they did have an earner. We found about 2% mil-
lion children to be poor on this basis.

We also found that if a black mother is working all year long
fulltime to support her child, a black mother raising a child alone,
the poverty rate of her children is about 20 percent. So one-fifth of
the children in those black fatherless families whose mother is
working all year round fulltime are poor. Further a black child
with two working parents is more likely to be poor than a white
child with only one, that one being the father.

Further, if you have a black child in a married-couple family for
his entire childhood, he is as likely to be poor, according to this
income data, as a white child spending his entire childhood with a
gingle mother. We found that black fathers tend to work fewer
hours than white fathers work, and to have lower earnings. We
found that black married mothers work more hours than white
married mothers and have roughly the same hourly earnings, that
black single mothers work fewer hours than white single mothers,
and we have no explanations for these phenomena. We found that
one out of four children would have been poor in 1988 if their only
income had been their father’s earnings.

Chart 5 on page 9 gives some of the factors related to the poverty
rates of children. If you——

Chairman Forp. Mrs. Burke, the committee would like to an-
nounce a vote on the House floor, and we would like to stand in
recess for about 8 to 10 minutes

[Short recess.]

Chairman Forp. The subcommittee will come to order. I know
there are several members who have not had an opportunity to
vote and walk back over. At this time the Chair will once again
recognize Mrs. Burke.

Mrs. Burge. Thank you, Mr. Chairman.

I will return to chart 5 on page 9, which summarizes many of the
factors associated with the poverty rates of children.

If you move from left to right on this chart, the poverty rate de-
clines. As you move from left to right, you go from single female-
headed family to married-couple family, and within those two
groups, you move from a family where the parent is young, under
30, to a family where the parent is over 30. If you move from the
top to the bottom of the chart, the poverty rates also decline; and
here you move from parents who did not complete high school to
those who did complete high school, and within those two groups,
from black parent to white parent.

[Chart 5 follows:]
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R 3

POVERTY RATES AMONG CHILDREN: 1982 ~ 1983

BY FAMILY TYPE AND HEAD'S AGE, RACE AND EDUCATIO
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Mrs. BURKE. The chart has what I think of as two skyscrapers up
on the left. There you see that if you combine some unfavorable
factors you have very high poverty rates. If you have a mother who
is under 30, raising a child alone, and she did not complete high
school, whether she is black or white, the chances are more than
90 percent that her child will be poor.

Now, I would like to turn to the question of economic growth and
poverty rates. It appears that the capacity of economic growth to
reduce poverty rates of children has been diminished by an increas-
ing inequality in the distribution of family income. I would say
that our study convinced us that there is very little hope of
progress against poverty rates of children if you do not have a
strong, strong economy, and that the fast increase in the poverty
rates from 1979 to 1983, seems a clear reflection of the problems of
recessions, high unemployment and, for much of the time, the fail-
ure of wages to keep up with prices.

However, as the Chairman said at the beginning of the hearing,
it appears that economic growth cannot solve the problems for all
families, and that its capacity to help families has been reduced by
this increasing inequality in distribution of income.

I would like to try to make clear what we found to be a kind of
complicated idea. What we found is that from 1968 to 1983 the av-
erage black father and the avera:ige white father—and to a lesser
extent mothers, but the fathers demonstrated this most clearly—
the average white father and the average black father increased

18




16

his family income in relation to family size and in relation to infla-
tion. dSo there was a real increase in family earnings over that
period.

Now, if every black father and every white father had had an in-
crease equal to the average, if that had been evenly distributed, the
study indicates that there would have been a sharply lower
number of poor children in male headed families in 1983, probably
about 2.5 million—again assuming that nothing else would have
changed, and it probably would have in reality—but in the unreal
world where you hold everything else constant, we would possibly
have had about 2 million fewer poor children in white male-present
families, and about 400 million fewer in those headed by blacks.

[Table 2 follows:]

TABLE 2.—TRENDS IN AVERAGE FAMILY INCOME POVERTY RATIOS BY LOWEST TO HIGHEST FIFTHS
OF FAMILIES I 1968, 1979, AND 1983 (BEFORE TAXES)

: . Top fith
lowsst  Secnd  Midle  Fourth
Year RS Y L A

1968 aemersicsrs msns s s svcssase s see — 091 18 241 302 418 46
- . .83 190 210 35 491 59
60 153 235 34 Am 80

Note: Ratio of 1 means that 2 famely's income equals sts povesty treshold,

Mrs. Burke. Another way of trying to demonstrate this is shown
on table 2 of page 10. This is a little complicated too, but what we
are arraying here is the ratios of family income to what you might
call needed family income, or to the poverty thresholds for the
family. On this chart, a ratio of one means simply that a family’s
income equals its poverty threshold, and what we see is that in
1983 if you rank these families by ratios, the bottom fifth—people
in the bottom fifth had an average income equal to 60 percent of
their poverty threshold, whereas back in 1968, the bottom fifth had
incomes that averaged 91 percent of what you could call their
needed income, or their poverty threshold.

Now, if you look at the top, you also see a change. The ratio of
the top fifth has increased, while the ratio of the bottom fifth has
decreased. And in 1983, the ratio of the top fifth was eight times
that of the bottom, whereas in 1968, the multiple had been 4.6. And
these are all before-tax figures.

Finally, we will look at the relationship of Government spending
and poverty rates of children. There has been a question: Why did
child poverty rates go up if Government spending for income secu-
rity increased? First, most social welfare spending is in the form of
social insurance, and most of it goes to people other than children
In 1983 the social insurance spending total by the Federal Govern-
ment was $210 billion, and that was 10 times the Federal spending
on general cash welfare. 1 have mentioned that the market income
poverty rates climbed in 1983 to above 25 percent, meaning that if
you were going to not have a deterioration in the final cash pover-
ty rate, the Government cash contributions would have had to in-
crease. But estimated cash benefits from social insurance available
per child poor without that aid, poor on a market income basis, de-
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clined sharply in constant value dollars, and the cash benefits
available from welfare per child who was poor without that aid
also declined sharply. For both social insurance and cash welfare,
t15¢833declines anounted to 22 percent per child in period, 1974 to
1983.

Food stamp benefits, available food stamp benefits, increased per
child poor without them, but, of course, official data do not count
food stamps as income. We found the share of poor children served
by food stamps declined in recent years, but the share served by
Medicaid held steady, at about half. In both food stamps and Med-
icaid, the programs concentrated more of their help on the very
pocir, those whose incomes were 50 percent of the poverty threshold
or lower.

As I have mentioned before, AFDC is a program where the
States decide the benefit levels and pay what they can or will, and
there is wide variation in the range of benefits, which you will see
on chart 6. It shows a very sharp range in benefits. These benefits
nationwide are financed 54 percent by the Federal Government,
but the Federal share is higher for the States that are poor.

{Chart 6 follows:]
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Mrs. BURKE. There has been an erosion in the value of AFDC
benefits from 1971 to 1985. The maximum benefit paid to a four-
person family has dropped about one-third. Now, if you add food
stamps, food stamps offset part of that loss, but the combined maxi-
mum benefits of AFDC and food stamps dropped about one-fifth in
the median AFDC State, ranked by cash benefits.

BEST CSBY AVAILABLE
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Finally, we will turn to the last chart, which is also up on the
easel. It summarizes the impact of Governmenc action on the pov-
erty of two groups, two groups not expected to work, the aged and
children. We see that in 1983 on a market income basis, the deficit
of the aged was around $38 billion.

[Chart 7 follows:]

CHART 7
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Mrs. Burke. For children, the deficit was $27 million. The contri-
bution of social insurance, primarily Social Security, was to reduce
the aged deficit very sharply down to $6.5 billion. There was a
lesser contribution to the children from social insurance, but it still
was significant, reducing their gap to $22.3.

And, finally, if you look at the impact of cash welfare, the deficit
of the aged is reduced further, as is that of children. The overall
picture is that Government cash aid reduced the market income
poverty deficit of the aged by 89 percent, but reduced the income
deficit of children by only 40 percent. Now, food stamps assisted
both groups further.

I would summarize very quickly that we found that poverty rates
among children have risen to the highest level since the mid-1960’s,
that the increased rates reflect underlying demographic changes
and the state of the economy that there is a trend toward greater
inequality of distribution of income, which has increased children’s
poverty, and that poverty rates have been affected by reduced Gov-
ernment cash benefits to children.

Thank you.
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{The following was submitted for the record:]
PooRr CHILDREN: A STupY oF TRENDS AND PoLicY, 1968~1984—THE BRiEFING PAFKRS

TRENDS IN POVERTY AMONG CHILDREN

The incidence of poverty among children climbed more than 50 percent from 1978
to 1983, reaching the highest level since the mid-1960s.

The population of poor children grew more white from 1966 to 1983 (from 59% to
tliggg) But black children were almost three times as likely to be poor as whites in

Children are the poorest age group. More than half the children in female-headed
families are poor—more than two-thirds in such black families. Highest poverty
rates are those of never-married mothers.

The poverty income gap of children rose from $10 billion in 1973 to $15.9 billion
in 1983 (constant 1983 dollars).

WHO WERE THE 13.8 MILLION POOR CHIILDREN IN 19837

T million were in female-headed families:
4.4 million had separated or divorced mothers.
1.8 million had never-married mothers.
0.7 million had widowed mothers.

6.8 million were in male-present families.

FAMILY TYPE AND POVERTY

The share of children in female headed families more than doubled from 1959 to
1983 (from 9% to 20%). If the proportion of children in mother-child families had
3°t mcrtlagg, it is estimated that there might have been 3 million fewer poor chil-

ren in .

The poverty rate climbed faster among two-parent families than in mother-child
families from 1978-1983, gomewhat defeminizing poverty.

The two main reasons for the growth of female-headed families in the 1970s (after
poptl}xllauon increase) were increases in marital dissolution and in births to unwed
mothers.

In 1980 almost 1/5th of new babies were born to unwed mothers (48% of blacks,
11% of whites) Birth rates to unmarried teenagers have quadrugled since 1940.

The average poor child in a fatherless home needed almost $1300 in 1983 to reach
the poverty threshold, compared with $931 needed by the average poor child in a
two-parent home.

WORK AND POVERTY

More than 2.5 million children were poor in 1983 although a parent worked full
time year round.

A black child with two working parents was more likely to be poor than a white
child with only one (the father).
. Almost one out of four children in married-couple families would have been poor
in 1982-1983 if their only income had been their fathers’ earnings.

Market income poverty rates of children rose 40 percent from 1973-1983.

ECONOMIC GROWTH AND POVERTY

Growing inequality in distrubution of family income (relative to poverty thresh-
olds) has raised the poverty rates of children.

[ d
GOVERNMENT SPENDING FOR POOR CHILDREN

Estimated lgovemment cash benefits available per poor child declined 22 percent
‘constant dollars) from 1974-1983, but available food stamp benefits rose 31 percent.

The share of poor children served by AFDC and food stamps declined in recent
Keam, but the share covered by medicaid held steady, the share served by subsidized

ousing increased Food stamps and medicaid concentrated more benefits on the
very poor.

he maximum AFDC benefit of the median state (ranked by benefits) fell about

one-third from 1971 to 1985 (from $589 to $379 for 4 persons, Dec. 1984 dollars).

Government cash payments cut the 1983 market income imverty deficit of the
aged by 89 percent, but the poverty deficit of children by only 40 percent.
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Poor CHiLDREN: A STUDY oF TRENDS AND PoLicy, 1959-1984

Child poverty is a persistent problem and for many years has been growing. In
the 1973-1983 decade an extra eight children per 100 were added to the poverty pop-
ulation, lifting the child poverty rate to 22.2 per 100. This was the highest rate since
the mid-1960s.

As a result of the sharp rise in incidence of their poverty, the number of children
rose by 4 million over the 10-year period, even though the Nation's total child popu-
lation shrank by six million.

%his study explores the growth of poverty among children at the request of the
Subcemmittee on Public Assistance and Unemployment Compensation and the Sub-
committee on Qversight of the House Ways and Means Committee. The report ex-
amines the problem of poverty among children and seeks major causes for its per
sistence, and for its marked rise from 1978 to 1983.

To carry out the study, the Congressional Research Service (CRS) anal Census
Bureaw income data on 2.5 million persons for the years 1968 through 1983. The
data file that CRS amassed provides more information about the economic status of
children, in more detail, that had been brought together before.

OVERVIEW

Children displaced the aged as the poorest age group in 1974, and since then child
poverty has grown deeper and more widespread. The number of poor children in
1983 totaled 13.8 million, of whom more than half lived in families headed by
women.

A child's chances of being poor varied sharply by race, presence of the father, and
martial status of the mother. Almost half of all black children and more than one-
third of all Hispanic children v e poor. In contrast, nearly five-sixths of all white
children were not poor.

From 1978-1983 child poverty rates climbed more rapidly in two-parent families
than in female-headed families, somewhat *“defeminizing” poverty. Even so, children
bewng raised by their mother alone were four times as likely to be poor as those with
buth parents at home, and the share of mother-child families climbed in those years
to a new peak. Highest poverty rates were those of children with never-married
mothers. More than 70 percent of children of never-married mothers, black, white,
or Hispanic, lacked enough money to reach the poverty threshold. These children
accounted for more than on&eightg'l of all poor children in 1983. .

Without a working parent, a child is almost sure to be poor. But having a working
parent is no guarantee against poverty. Many children need two earners or cash
supplements to one earner’s full-time wages if they are to escape poverty. One
fuurth of children in married-couple families would be poor if their only income
were their fathers’ earnings. And black children with two working parents are more
likely to be poor than white children with only one (the father).

Child poverty rates

Whether poverty is measured before or after Government transfer payments
wuaal insurance and welfares, and whether the income counted includes or excludes
nun-ash benefits and money paid as taxes, child poverty rates rose especially sharp
ly from 1979 to 1983,

Market income only. —In recent years a rising proportion of children have lacked
sufficient family earnings and other private income to escape poverty. More than
one child out of four was “poor” in 1983 if Government transfer payments are ig
nured. In 1974, when children became the poorest age group, the corresponding rate
was one child out of five. The climb in “market income " poverty has made it harder
and more expensive for Government to overcome poverty. . .

Total cash fficial rate).—Public benefits have failed to fill the growing earnings
gap caused by the rise in market income poverty. Accordingly, a rise also has oc
curred in the share of children who are officially peor, those whose cash income
falls short of poverty thresholds even after any social insurance and cash welfare
benefits are ag:i)ed to their market income. In 1983 more than two children out of
nine were poor on this basis, compared with two out of about 13 in 1974.

Cash plus non-cash benefits.—The official count of the poor disregards non-cash
benefits, which account fur most welfare spending. If food stamps, school meals, sub
sidized huusing, Medicaud, and Medicare are treated as income, the result is to lower
the 1983 poverty rate for children by 12 to 28 percent, depending on how benefits
are valued. Although addition of these benefits lowers the child poverty rate, it fails
to change the upward trend in poverty from 1979 on.
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After-tax cash.—The official poverty count also makes no allowance for income
and payroll taxes, which reduce income available for general consumption. If these
taxes are deducted from family income used to calculate children's poverty rates,
the 1982 rate for children is increased by more than eight percent. Taxes had a
larger poverty increasing effect in 1982 than in 1979, reflecting the erosion of the
zero bracket amount and the personal exemption in the tax code caused by infla-
tion.

Table 1 shows how the various child poverty rates increased in recent years. The
official rate climbed 41 percent from 1974 to 1983, outpacing the rise in the market
income poverty rate.

TABLE 1.~~TRENDS IN POVERTY RATES OF CHILDREN
(Momber pet 100 chikiren)

lncorme counted 1974 1919 1983

Market income only ........ 198 202 258
Total cash (official rate) 157 164 222
Cash plus major noncash benefits:
Al THMUM Va0, cerer wrersce e NA 128 196
AL MOXMUM VA, erercrcerrersssrmnsmsenmses st e, NA 97 159
After-tax cash....... NA 1.2 2237

:Y;;Jzesmmmﬁmmm&amhd\apw 2

Poverty income gap of children

Not only has poverty become more common among children, it has intensified. On
the average, the gap has widened between children's share of their family's cash
income and their poverty threshold. The income deficit reached $1,149 per poor
child in 1983, up 10 percent from 1974 (constant 1983 dollars).

Persistence of child poverty

Throughout the quarter century for which official poverty data are available, chil-
dren’s share of the poor consistently has exceeded their share of the overall popula-
tion However, in 1959 the child poverty rate was about one-fourth lower than that
of the aged Subsequently, poverty rates for both groups decreased. The 1959-1983
decline for the aged, which extended throughout most years of the period, was triple
that of children. The incidence of child poverty was cut almost in half during the
first 10 years, to a record low of 13.8 related children per 100 in 1969. Thereafter,
the trend reversed. By 1983, although it still was below its 1959 level, the child pov-
erty rate had climbed almost 60 percent above its 1969 low and was almost one-half
above the 1983 poverty rate for the aged.

Social welfare spending

Federal Government transfer payments have increased sharply since 1965, start
of what the Johnson Administration called its “war on poverty.” Most of the expan-
sion was in the form of social insurance payments, which are work-related entitle-
ments, and non-cash welfare benefits. The latter impose an income test and base
eligibility on “need ” In constant dollars, social jnsurance spending, primarily for
social security, tripled between 1965 and 1983. Selected non-cash welfare spending
on programs that this report classifies as “basic™ aid (food stamps, subsidized hous-
ing, and Medicaid) multiplied 19 times in real terms from very low initial levels.
Federal cash welfare spending, however, rose only about 40 percent in real terms.
As a share of gross national product (GNP), Federal cash aid declined from 0.70 per-

cent in 1965 to 0.63 percent in 1983. (A drop in the GNP share spent on non-service-
|
!
|
\

connected pensions for veterans more than offset a rise in the share spent on cash
aid for other needy persons.)

By 1983, 26 gercent of the total Federal budget went to cash social insurance out-
lays At $210 billion, these outlays were 10 times the sum spent for cash welfare.
Federal cash welfare cutlays peaked in 1976 in real terms and by 1983 had dropped
19 percent below that record level. In contrast, basic non-cash Federal welfare
spending roee in all years except 1982, and in 1983 such outlays totaled $40 bahon,
almost double the $21 billion spent cn cash welfare.
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Vulnerable children

The data show that family type and race have profound impact on poverty rates.
In 1983 most children in female-headed families were poor. If the mother was a
widow, the likelihood of poverty was three times as great as if she were married. If
the mother had never married, the likelihood of poverty was almoset six times as
great as if she were married. .

Compared with a white child, a black child. was almost 12 times as likely to have
a never-married mother, was 2.5 times as likely to have a separated or divorced
mother, and was 3.5 times as likely to have a widowed mother.

About one-half of all black children and one-fourth of Hispanic children, com-
pared with 15 percent of all white children, were in female-headed families. Overall,
a black child was almost three times as likeli;et;o be poor as a white child in 1983 (in
1966, the poverty rate of black children had been four times that of white children).
An Hispanic child was more than twice as likelg to be poor as a white child in 1983
As Table 2 shows, for each type of family the 1983 black poverty rate exceeded that
of whites, and Jor all except children of widows the Hispanic rate exceeded that of
blacks. The racial variation in rates was smaller for children of neyer-married
nothers, all of whom had verIy widespread poverty. For both blacks and Hispanics,
the poverty rate for children living with their fathers was double that for compara-
ble white children.

TABLE 2.—POVERTY RATES PER 100 CHILDREN BY FAMILY TYPE AND RACE, 1983 *

Al children
Chideen White black Hispaoic undet 18
yon

002l e Senessonsessesssses e asra srsases st eseserss g e 113 461 8.2 222
In female-headed families (total) 416 685 105 55.8
Mothers: Never married n3 n2 8538 151
Separated or divorced 413 668 10.1 535
Widowed 218 607 389 411
In make-present families 119 238 23 135

s These rates refes to 4l chiken wndes age 18 and Gfer from those for related chiven, which are used i this report for trend data.

Other conditions associated with high rates of child poverty include age of par-
ents, Poverty rates are twice as high for children whose mother is 20-24 years old as
for thuse whose mother 18 40-44, both for married-couple and single parent families
Puverty rates for female-headed families are 19 percent higher when the youngest
child 15 under six. Incidence of poverty amung families with five or more children is
almost four times higher than among families with no more than two children

The poor child population includes about 40 percent of children whose mother and
father both failed to complete high school, but only 7 percent of those whose parents
each received a diploma.

Household composition

“Feminization of poverty” is a newly popular aqhmse, but, as applied to children,
1t describes a condition at least as old as official poverty data. Children raised by
mothers alone traditionally have had very high rates of poverty and have represent
ed a disproportionately large share of the nation's poor children. However, f 'm
1978-1983, a period freckxently marked b{ recessions and relatively high unemploy
ment, the share of the Nation's poor children in female-headed families decreased
This was because the poverty rate climbed more rapidly in the much larger group of
male-present families, who geaerally obtain a larger share of their income from the
market than female-headed families. The number of officially poor children in-
creased by 3.6 million during these years, and 2.6 million of them were in families
with a man at home. By 1983 there were almost as many poor children in male-
present families as in female-headed ones. Five years earlier, when the share of
ggor children 1n female-headed families had peaked, such poor children outnum

red those in male-present families by 1.4 to 1.

The number of female-headed families with children rose 160 percent from 1959-
1983, Lut the number of male-headed families with children increased only seven
pereent. B{l 1983 one of every five families with children was headed by a woman, in
1959 the share was 1 out of 11. If the proportion of children in female headed fami-
lLies had not increased during the past 25 years, it is estimated that the number of
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poor children in 1983 might have been almost three miliiion, or 22 percent Jowver,
than it actually was. .

Components of growth in the number of mother-child families have differed at dif-
ferent times. During the decade of the 1970s, when the growth rate accelerated, one-
fourth of the increase was due to population growth and one-fourth to increased
marital dissolution, primarily divorce. Another one-sixt!. was attributable to a rising
Eroportion of births ont of wedlock, and one-tenth to a rise in the share of family

reakupg that encompassed children. Of the remainder (roughly 25 percent), about
one-fourth was due to the trend for mother-child families to live in their own house-
holds rather than as a “sub-family” in another household. The rest was not ex-
plained by any of these factors. .

Fifty-one percent of the 13.8 million poor children in 1983 were in fomale-headed
families. Of all poor children, 32 percent had separated or divorced mothers; 13 per-
cent, never-married mothers, 5 percent, widowed mothers, and 2 percent, married
mothers whose spouse was absent. The rest were in male-present families.

Although the rate of change in family composition was most rapid in the decade
of the 1970s, the changes are rooted in older gnttems. Age of marriage, rates of di-
vorce, and childl ing outside of marriage have chtmﬁed for several decades. Di-
vorce rates, for example, have been on the rise throughout the twentieth century.
Birth rates to unmarried teenagers have increased ateadily since at least 1940 and
'izn4)1980 were almost four times as high a8 in 1940 (27.6 per 1,000, compared with

Dynamics of poverty

Studies that follow families over time have found that about two-thirds of chil-
dren who are ever poor (on all annual basis) during a 15-year period remain in pov-
erty for no more than four years. Howover, one poor child out of seven stays poor
for at least 10 of the 15 years and can be considered “persistently” poor. These chil-
dren spend two-thirds or more of their childhood in poverty. ) )

Families who experience short-term poverty are demographxcally similar to the
population as a whole, although blacks and female-headed families are some-what
overrepresented Persistently poor children have a different profile—90 iercent are
black A significant majority lack a father at home and live in the South. Further,
th%are disproportionately rural.

e dynamics of childhood poverty differ markedly between black and white chil-
dren. For example:

Poverty begins at birth for 45 percert of poor black children, but for 15 percent of
poor white children.

The average black child can expect to spend more than 5 years of his childhood in
poverty; the average white child, less than 10 months. . )

Much of white poverty is short term and associated with changes in marital
status or family earnings.

Black poverty lasts longer and is less affected by changes in family composition.

A drop in earnings of a family member precipitates more than half of all episodes
of childhood poverty and nearlz two-thirds of those for children in male-headed fam-
ilies For children in female-headed families, however, more than 40 percent of
spells of poverty commence with the creation of a female-headed family itself. De-
clines in earnings of a family member account for slightly more than one-fourth of
the spells of childhood poverty i mother<child families.

Higher family earnings are the primary route out of poverty for children. In-
creased earnings account for 91 percent of poverty exists by children in male-headed
families, and for 60 percent of poverty exists by children in female-headed families.
Porgons other than the family head earn a significant part of the increased income
that lifts the children out of poverty (almost one-third of verty exits made by
male-headed families, and more than one-half made by female-headed families, are
associated with higher earnings of a family member other than the head).

Market income and poverty

From 1978-1983 the incidence of market income poverty among children climbed
almost 30 perc -t, reflecting the relatively high unem loyment and, to a lesser
extent, the price inflation that prevailed duri much of the period. High unemploy-
ment depresses earnings, the primary source of family income, price inflation drives
up the poverty thresholds, which are adjusted yearly for changes in the Consumer
P;'txc- Ix;gse? ]I‘n 7 of the last 12 years average wages failed to rise as fast as the pov-
erty yardstick.

X!though the genersl demand for labor may be a more important determinant of
family earnings than characteristics of individual workers, some famihes have less
opportunity to work and some have lower potential for earnings than others.
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Those with a high probability of having sub-poverty earnings include- families
with no full-time earner, famxﬂ' ies headed by mothers who failed to finish high
school, and married-couple families with fathers who failed to finish high school
High school dropouts have lower hourly earnings than graduates.

a child has only one parent with a full-time, year-round job, the chances are
about one out of 10 (in a married-couple family) or more than one out of 9 (in a
mother-child family), that he will be poor. Even in married-couple families where
both parents work more than 2,000 hours a year, the incidence of child poverty is
almost 3 percent.

In all, more than 2.5 million children with at least one parent who worked more
than 2,000 hours a year in 1982-1983 were poor. They represented more than one-
sixth of all r_children n 1983, including one-thirg of all poor children in mar-
ried-couple families.

Black fathers typically work fewer hours than white fathers, and when they do
work, they receive lower hourly wages. Black married mothers work more, on aver-
age, than their white counterparts and receive about the same wage rates. Black
mothers 1n married couples earn more than such white mothers, but their larger
earnings do not fully offset the lower earnings of black fathers. White single moth-
ers work more hours than white married mothers; black single mothers, however,
work fewer hours than black married mothers.

For both married and sinﬁiia mothers, hours worked increase with age of the
mother and of her youngest child, they decrease with the number of childrep

Composttion of family income differs by famil{ type. However, as Table 3 shows,
except for families of widowed mothers, all family types relied on earnings in 1982-
1983 for more than half of total income.

TABLE 3.—SHARE OF INCOME EARNED, ALL FARILIES WITH CHILDREN, BY FAMILY TYPE 1982-83

famings a5 Nurber of
Toet sy bt
income § 100

Wastiedcoupie family 926 124
Femala-headed family of:

Never-mamied mothe: : 64.0 ns

Separated or divorced mother o 2 52.2

Widowed mother “na 365

1 Caiculated on basis of Census Bureau poverty defietion, applied to 1582-83 dita.

Economic growth and incomz distribution

The poor can benefit either directly or indirectly from improved economic condi-
tions. Economic growth brings job opportunities directly to some who are poor Fur-
ther, high employment generates more Government tax revenue, which can be used
to increase transfer payments to some with inadequate earnings.

However, the capacity of economic growth to reduce the incidence of poverty
among children appears to have been diminished by growing inequality in the dis-
tribution of family income relative to poverty thresholds. .

The question of income distribution is laden with both emotion and value judg-
ments. This report does not argue for or sgainst a more nearly equal distribution of
income, a choice that is reserved to the Congress. It merely notes shifts in the distri-
bution of income and their effects on the poverty rates of children.

In 1983 the average income of families with children was $25,283 The average
ratio of family mncome to poverty thresholds (which are adjusted for family size) was
2.43. Thus, the average family’s 1983 cash income was more than double its poverty
threshold, The distribution of family income was more unequal in 1983 than in
1968. For example, the share of income to the top fifth of families with children
(ranked by the ratios of family income to rovertly thresholds) was 8.0 times that of
the bottom fifth in 1983. This compares to 4.6 in 1968. .

From 1968 to 1983 average earnings and other market income of families with
children, whether headed by a man or woman, rose relative to their poverty thresh-
olds, which reflect changes in prices as well as in fami}y size. These market income
gains were much sharper for blacks than whites and for men than women In the
case of governmental cash transfers, the other source of money income for families,
only male-headed families achieved gains relative to poverty thresholds Their gn-
mary transfer payments were in the form of social insurance. For female-headed
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families, the ratio of cash transfer income to the official poverty threshold declined,
reflecting erogion of welfare benefits by price inflation.

If every family had experienced the average 1968-1983 change of its type (by race
and gender of family head) in the ratios of market income and cash transfer income
to poverty thresholds, the 1983 poverty rates for all family types would have been
much lower than they actually were. If the income gains of white fathers had been
evenly distributed among white male-headed families with children, the incidence of

erty among such families would have been cut by one-third from 1968 to 1983,
because the distribution of the income gain was unequal, rather than equal,

the actual poverty rate rose by more than one-half, For families of black men the
relative income gain, if distributed equall among all such families, would have cut
the poverty rate by almost one-half, but the actual cut was only one-eighth. Similar
but lesser changes would have occurred for families headed by women.

According to simulations done by Professor Peter Gottscﬁalk (Bowdoin College)
and described in chapter 5, economic growth cannot be expected to reduce the rate
of poverty for families with children very rapidly. The estimates suggest that unless
there is a reversal of the trend toward inequality of distribution o family income
relstive to poverty thresholds, it might take as long as 12 years (with an unusually
higa 3 percent annual growth rate in average market income relative to pove
thresholds) for the poverty rates of male-headed families with children to drop bac
to the levels of 1979 For nonwhite female-headed families, the simulations indicate
that it might take 5 years.

Government transfer spending

The incidence  child poverty rose 52 percent in the decade from 1973 1o 1985,
;}r::n the Federa: spending for income security climbed 83 percent in constant dol-

Why did child poverx rise in the face of a continued increase in these outlays?
¢ answer is that the increase in income security spending did not extend to
cash outlays for poor children. Most of the extra spending for income security was
in the form of social security cash payments, which climbed from $101 billion 1n
1973 to $171 billion in 1983 (constant 1983 dollars). About two-thirds of social securi-
ty’s 36 million beneficiaries in 1983 were at least 65 years old, and the program's
inflation-adjusted benefits, plus those of the Supplemental Security Income program
for the needy aged (and blind and disabled) helped to cut the aged’s poverty rate by
13 percent during the decade. .

[In contrast to the growth in real spending for the , Government spending de-
clined in real terms for social insurance Kayments and cash welfare benefits to chl-
dren who were poor without such aid. Adjusted for price inflation, ate cash
payments for such r children were about six percent smaller at :ge end of the
decade than at the %mmng This was o even though the number of children poor
before transfers grew by almost 4 million during the decade. The rise in the inci-
dence and severity of market income poverty among children was so large that real
cash transfers would have had to rise substanti y to compensate. Instead, these
transfers declined in terms of constant purchasing power.

.. The primary social insurance program aiding families with children is social secu-
rity In 1983, the program paid g10.5 billion to children and parents. This exceeded
by 40 percent the Federal sum spent on benefits to families enrolled in the cash
welfare program, Aid to Families with Dependent Children (AFDC). A minimal esti-
mate is that $3.5 billion of the social security benefits—about one-third—went to
children whose families’ earnings left them poor.

The four basic welfare egrograms for childprgg——AFDC, food stamps, Medicaid, and
subsidize housing—showed different trends in spending and in coverage of the poor.

The share of poor children served by AFDC and the food stamp program declined
The average monthly number of children in AFDC fell 11 percent during the
decade, despite a sharp rise in the number of pre-welfare poor children. The regult
was that the number of AFDC children (some of whom may not have been poor on
an annual basis) per 100 pre-welfare poor children fell from 73 to 50. The fraction of
poor children who received food stamps in a survey month dropped from 76 percent
in 1978 and 'igdpement in 1980 to 69 percent in 1983. However, the share of poor
children covered by Medicaid was unchanged from 1979 to 1983 at almost one-half,
and the share of poor households with cnildren that received subsidized housing
roge from 15 percent in 1977 to 16 percent in 1981, .

In recent years both the food stamp program and Medicaid have concentrated
more of their benefits on “very poor” children, those whose annual family income 18
below 50 percent of their poverty thresholds. The share of food stam Liouseholds
(with children) who were very poor more than doubled from 1980 to 1 82, reaching
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49 percent. Similarly, the proportion of Medicaid children who were very poor rose
from 24 percent in 1979 to 39 percent in 1983. Moreover, the share of the nation’s
very poor children with Medicaid coverage climbed to 54 percent in 1983, up one-
eight from 1979.

Unlike AFDC, food stamp and Medicaid outlays generally increased in constant
dollars over the decade, except for a downturn in 1982. Subsidized housing benefits
grew steadily. Social security outlays for children and their parents fell 19 percent
in real terms, reflecting child population decline and phaseout of student benefits.

Maximum benefit levels and income limits for AFDC, Medicaid, and subsidized
housing are unrelated to poverty thresholds. Maximum food stamp benefits, howey-
er, are o linked, They equal the adjusted price of the Thrifty Food Plan, which is
roughly one-third of the poverty thresholds for most families.

States set maximum AFDC benefits, which vary widely, and they pay 46 percent
of their aggregate cost. The food stamp maximum benefit schedule is uniform, and
benefits are fully federally funded. Since food stamp benefits vary inversely with
cash income, families without market income in low-benefit AFDC States receive
larger food stamp benefits than those in high-benefit States. AFDC benefits have
been eroded by inflation, and some of the cash benefit loss has been offset by food
stamps. The maximum AFDC benefit of the median State (ranked by benefit levels)
fell about one-third from 1971 to 1985 in constant dollars.

Welfare policy and the rise in female-headed families

By Federal law, AFDC is available only to needy children in single-parent fami-
lies, unless the second parent is incapacitated, underemployed, or unemployed. Most
‘tsl:am do not offer AFDC to unemployed two-parent families, no matter how needy

ey are.

When AFDC was enacted, 88 percent of families that received State welfare were
needy because the father had died. AFDC benefits were intended to help the widow
care for her children at home. But as time passed, the percentage of AFDC enrollees
who were widows and paternal orphans shrank ¢o a tiny minority. In March 1979
fewer than 3 percent of AFDC children were Yaternal orphans. And in March 1983
more than 88 percent of the children had able-bodied but absent fathers; further-
more, the fathers of 47 percent of AFDC children were not married to their mother

Over the years there has been concern that concentration of AFDC benefits on
fatherless families, and the program’s exclusion of needy families with full-time
jobs, may have inadvertently encouraged family breakup and unwed parenthood

For both black and white teenagers, the proportion of premaritally conceived
births increased from 1959 to 1978, At the same time a declininipercentage of these
unwed flregnant young women became married before the baby’s birth. Some ob-
servers have maintained that welfare rules have discouraged marriage.

The mest complete analysis of AFDC’s effects on family structure (discussed in
Chapter 3) found that AFDC has had a dramatic impact on the living arrangements
of young single mothers, increasing the proportion who set up their own households
The study found that unmarried mothers in high-benefit States were much more
likely to live in a separate household than those in low-benefit States. The study
also found that benefit levels had a “relatively modest effect” on divorce and sepa-
ration rates, primarily among young married mothers, but that they had no appar
ent effect on childbearing decisions of unmarried women at any ages.

The Seattle-Denver mncome maintenance experiment, which provided uncondition
al cash assistance (and offered separate gaymen!s to both halves of a couple that
sgl;t up), increased the rates of Iamily reakup among families, with or without
huidren, who recewved job counseling or education subsidies in addition to cash aid
Jdn ths study, “families” included unmarried couples with children who lived to-
Eether on a continuing basis.) For families with children who received enly cash aid,

owever, the payments apparenvtﬁl decreased rates of family breakup, according to
an analysis recently reported.} ether the difference was due to presence of chil
dren or to lack of non-cash services, or both, was not clear.

Some researcheis have called for renewed attention to the rise of joblessness
among young black men, which they consider to be a major cause of the long-term
steady increase in female-headed households. The cause of the rise in joblessness is
unclear. Study 15 needed to examine at least two hypotheses. (1) that demand might
be low for young black male workers and (2) that they might be less willing to work
than young black men were in earlier years.

+ Aaron, Henry, Six Welfare Questions Sull Searching for Answers. The Brookings Review
Fall 1984. p. 15.
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Tssues for study

The interaction of wage rates, unemployment rates, welfare benefit levels, and
categorical eligibility rules affect children’s economic status in ways not yet under-
stood. Among the major questions that need exploration are the following:

Why has the distribution of eamlnmatwe to poverty thresholds become in-
creasingly unequal for families with children? Is a polarization occurring between
high and low earners (within each racial and sex group)? Why has there been a gen-
eral rise in the proportion of persons with low earnings?

Does poverty among young adults, especially among high school dropouts, result
from a change in employers’ Wness to hire those without credentials, or from a
c}mmg'ef an in skills r?q?uu-ed for 8 jobs, or from a decline in motivation and skills
of the young people?

What is the status of the one-half million poor children not in related families?
How many are themselves heads of families?

Why are poverty rates of children in two-parent black families double (and those
of Hispanic families more than double) thoee of their white counterparts?

To what extent is the rise in black female-headed families due to low job demand
for, or changes in the labor supply of, young black male adults?

Why do black single mothers work fewer hours than white single mothers, and
black married mothers work more hours than white married mothers?

What is the relative importance of the various factors that influence hours
worked and wages earned by parents?

4 Wl;at is the impact of racial discrimination upon earnings of families with chil-
ren

In summary, the incidence and intensity of poverty among children reflect demo-
graphic, economic, and social conditions, alonf with public policies sbout transfer
payments. The relative importance of these factors and the ways in which they
interact are complex and not well understood.

Chairman Forp. Thank you very much.

The Chair would like to, before there are any questions to the
Congressional Research Service, hear from the Congressional
Budget Office.

At this time, Dr. Penner, we will hear from you and then the
panel will have some discussion.

STATEMENT OF RUDOLPH G. PENNER, DIRECTOR,
CONGRESSIONAL BUDGET OFFICE

Mr. PeNngr. Thank you very much, Mr. Chairman.

The Congressional Budget Office’s [CBO’s] part of the study fo-
cused on the policy options available to us. It was prepared ander
the general direction of Nancy Gordon and Marty Levine. I have
with me at the table the two principal authors of the study Bob
Williams and Gina Adams. If they look a little sleepy, it is because
they have been burning the midnight oil to complete this project
for some time.

Chairman Forb. I know that to be a fact. I have met with them.
I had a couple of occasions to meet with them and discuss this
matter yesterday in the office.

We are delighted to hear the policy options as they relate to
some of the problems and how we can introduce some of the legis-
lation and t}ge policy options that we have before us in this Con-

gress.
Mr. PennER. Because Mrs. Burke did such a good job of outlining
the characteristics of the problems, I will not read any of my state-
ment that pertains to that. I would like, however, to submit my
whole statement for the record.
By its very nature, Government affects the well-being of all citi-
zens and influences how many of them are poor. Monetary and
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fiscal policies affect economic dgrowth and stability; they determine
how readily workers can find jobs and how much they can buy
with the money they earn. The taxes collected by Guvernment help
determine how much income is available to meet consumption
needs. Moeover, an array of laws and regulations influences the
operation of labor markets and other aspects of the economy.

In addition, governments at all levels provide a wide range of as-
sistance intended to help people who remain in or near poverty. A
number of cash and in-kind assistance pro%'tams—-plus a tax credit
for some families with low earnings—help low-income families with
children meet their basic needs. Coverage is uneven, however, and
average benefits vary geographically, sometimes greatly. Food
stamps—a federally financed program that helps families afford a
minimally adequate diet—is the only assistance that is available to
essentially all families in or near ﬁoverty. Aid to Families with De-
pendent Children, [AFDC], which provides cash assistance, and
Medicaid, which finances health care services, are shared Federal/
State responsibilities. Aid under these programs is available to
most children living in single-parent families with incomes less
than State-established income-eligibility limits, which are generally
well below the poverty thresholds. States also determine whether
assistance is provided to children living in two-parent families
where the principal earner is unemployed or works less than 100
hours per month. This core of assistance is supplemented by subsi-
dized housing programs, which reduce shelter costs for some low-
income families with children; by the earned income tax credit
[EITC], which reduces the tax liability, or grovides cash payments,
for low-income families with children and low earnings; and by
school-based meal programs that subsidize breakfasts and lunches
for;'e low-income children attending schools that choose to partici-
pate.

Complementing this direct assistance system are subsidies for
employment and training intended to help the parents of poor chil-
dren work their way out of poverty, as well as funding for a broad
range of social serviccs and education programs intended to allevi-
ate some of the adverse consequences of poverty and reduce the in-
cidence of poverty in the future. Most of this aid is available
through annually appropriated programs that serve only a small
share of those people who are eligible.

Because economic growth provides increased employment oppor-
tunities and higher incomes for those who work, Government ef:
forts to help promote economic expansion should be considered an
integral part of any antipoverty policy. Even in a growing econo-
my, however, many families with adults who work in jobs with
very low pay may have difficulty meeting their children’s basic
needs. Also, for families with no labor force attachment—especially
families headed by single mothers who have responsibilities for
caring for young children—poverty status is less related to the con-
dition of the economy. Children in these families are more likely to
remain poor for extended periods and to be dependent on welfare
through much of their childhood. To a large extent, this long-term
dependency results from their parents’ low educational attainment,
lack of skills, and limited early job exﬁerience. For some, long-term
dependency is related to hov. young their mothers were when they
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first gave birth, which contributes to all these difficulties. While
children in such families account for a small proportion of the pov-
erty population at any time, they consume a disproportionately
large share of welfare expenditures over the years and pose the
greatest challe:fe to antipoverty policy. ’

Options for altering current Federal offorts that help to reduce
poverty among children, or its effects on them, are as varied as
views regarding the dynamics of poverty and the approegriate role
for Government. Some alternatives would comprehensively restruc-
ture the current welfare system. These range from proposals to
have the Federal Government assume full responsibility for provid-
ing a minimum income floor for all families with children, to pro-
posals that would greatly scale back the current public assistance
system in order to increase incentives for low-incomti“ggople to
take responsibility for improving their own well-being. , Sever-
al of the current proposals for restructuring the Federal income
tax system include provisions that would reduce or eliminate the
income taxes paid b r families.

At the request of this committee, the CBO’s contribution to the
study that you are releasing today focuses grimatily on options
that would modify existing policies, but would leave the structure
of the present public assistance system the same. Again as request-
ed, the options considered include many of those contained in the
proposed Omnibus Antipoverty Act of 1984 (H.R. 4920), which was
introduced in the last Congress. In part II of the committee’s
report, the CBO examines more thaa 40 specific options; in part II,
ge provide additional detail regarding modifications to the AFDC

rogram.

e remainder of my statement illr%ents examples of the options
that are discussed at greater length in parts II and ITI of the com-
mittee report. The specific alternatives reflect three different ap-
proaches to dealing with the problem of childhood poverty:

.One set of options would increase Government transfers to pro-
“etls poor families with additional resources to meet immediate
I

The second set of options includes policy changes intended to en-
hance the ebility of low-income families with children to achieve
economic independence and, thus, to escape poverty through their
own efforts,

The final set of options is designed to help alleviate some of the
potential effects of poverty on children, or to reduce the incidence
of childhood poverty in the future.

In considering any option, several fundamental issues must be
addressed. For one thing, how effective would a particular ap-
proach be? This question is often difficult to answer fully. Even
when the amount of aid is easily quantified, as in the case of cash
benefits for poor families, it is d.i%icult to know how much assist-
ance actually reaches the children and thus what the impact will
be on their well-being. Also, in deciding how much assistance to
ﬁrovide, there is necessarily a dilemma involved in balancing more

elp for the children with reduced incentives for their parents to
support their families themselves. In other cases, such as the provi-
sion of many social services, it is inherently difficult to assess the
effectiveness of alternative policies. Finally, the long-run impacts
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are seldom understood, even in cases where the immediate effects
are well analyzed.

Even if there is general agreement that a particular approach is
worthwhile, the large projected Federal budget deficits confront the
Congress with difficult tradeoffs. Because many proposals to modify
current policies would require additional outlays or would reduce
revenues, other demands on the Government and limited tax reve-
nues conflict with the desire to aid poor children. As the Congress
works to reduce deficits, choices among these competing factors are
particularly difficult.

The remainder of my statement, Mr. Chairman, considers specif-
ic options in some detail. Rather than read them all, I think it best
Just to take your questions on any that might interest you.

Thank you.

[The prepared statement follows:]

StaTEMENT OF RUDOLPH G. PENNER, DIRECTOR, CONGRESSIONAL BUDGET OFFICE

In 1983, nearly 14 million American children, or more than one child in five, lived
in poverty as measured by the official Bureau of the Census definition. These chil-
dren constituted nearly 40 percent of all poor people, and they and the adults with
whom they lived represented more than two-thirds of the poverty population. Al-
though these figures were recorded near the end of a deep recession and some im-
provement is likely because of the subsequent economic recovery, the poverty rate
among children is not apt to drop very sharply, and large numbers of children will
almost certainly be poor for some years to come.

I am pleased to be here to discuss the incidence of poverty among children and
options for alleviating it. The information I will be presenting is taken from the
Congresional Budget Office’s (CBO’s) contribution to the study of children :n poverty |
that your Committee is releasing today. !

My remarks cover three topics. The pattern of poverty among children, the cur-
rglt federal role in helping poor children, and options for altering present federal
eftorts. |

THE PATTERN OF POVERTY AMONG CHILDREN

Any measure of poverty is necessarily arbitrary, and the number of people—in-
cluding children —-who are deemed to be poor depends on what yardstick is used.
Nonetheless, such measures are useful, both as guides to how economic hardship 18
distributed within the population and as means of judging progress toward alleviat-
ing it The official poverty measure, which was established two decades ago, judged
each member of a family to be poor if the family had pretax cash income less than
three times the cost of a nutritionally adequate but minimum diet. The measure re-
mains essentially the same today, with adjustments made for changes in the cost of
living In 1983—the most recent year for which comprehensive data are available on
family incomes—the poverty threshold for a family of three was roughly $8,000. For
other families, the thresholds varied from about $5,000 for a single person to just
over $20,000 for families of nine or more.

By the Census measure, 22 percent of all children were poor in 1983. Alternative
meagures of poverty can be constructed by specifying different poverty thresholds,
and by altering the definition of income available to families. The latter could be
changed to include in kind benefits (such as food stamps and housing subsidies), and
to exclude taxes that reduce the resonrces available to pay for goods and services.
Under 11 illustrative combinations of such changes considered by the CBO, the over-
all childhood poverty rate varied from about two percentage points less than the
official rate to about six percentage points above it (see Table 1).
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TABLE 1. POVERTY RATES FOR CHILDREN UNDER ALTERNATIVE ILLUSTRATIVE (NCOME DEFINITIONS
AND POVERTY THRESHOLDS, 1982

kcons messure 2
Cash plos l-kied becwits,
Povcy Bt s tras

RN G en

Wm vahe
Official 3219 207 198
Reindexsd 216 23 194
New multipler. A9 256 252
Relative 24 27 213
* The “rindenad” threshold attomaive pnce index besad on the consurption of peor familles % wpdate the tveshlds
for infiation snce 1965 m‘n:‘:ﬂﬁ" mmﬂ%wm”ﬁ'mmmmmm%
ohind inome and corsamption. Finall, the “restve” threshold s set at 50 of 50 {amdy income, OF the troe atcatives, the first
sbort 1 perct bwer, the second 13 pwcent Mgher, a3 the Gst 19 pett bighes thon the oficial brishod ke 1582

Under these poverty measures, the proportion of all children who are poor varies
greatly according to household composition, ethnicity and race, and where the chil-

ren live. Using the official definition, of all children living in single-parent house-
holds headed by women, 55 percent were poor in 1983—more than four times the
rate for children in other households, In the same year, 47 percent of all black chil-
dren and 38 percent of all Hispanic children were poor compared with 15 percent of
all nonminority children. Among minority children in housgsholds headed by a
single woman, about 7 out of every 10 were poor. Geographically, poverty was most
common among children who lived either in centra! portions of metropolitan areas
or in nonmetroplitan areas.

THE CURRENT FEDERAL ROLE

By its very natuce, government affects the well-being of all citizens and influences
how many of them are poor. Monetary and fiscal ‘;ﬁiciee affect economic %:‘owth
and stability, they determine how readily workers can find jobs and how much they
can buy with the money they earn. The taxes collected by government help deter-
mire how much income is available to meet conaumption needs. Moreover, an array
of laws and regulations influences the operation of labor markets and other aspects
of the economy.

In addition, governments at ail levels provide a wide e of assistance intended
to help people who remain in or rear poverty. A number of cash and in-kind assist-
ance programs—plus a tax credit for some families with low earnings—help low-
ino(i)me familli)? 9?_::1 children meelti ctgﬁir basic needs. Covtlls oci:'l lént,:;fn, hov;_::i'er,
and average benefita vary geograp! , sometimes . ps—a feder
a‘;lfr financed program that helps familfzae afford a mxsxl;?u&:x. y adequate diet—is the
only assistance that is available to essentially all families in or near poverty. Aid to
Families with Dependent Children (AFDC), which provides cash assistance, and
Medicaid, which finances health care services, are shared federal state responsibil-
ities Aid under these i)rograms is available to most children living in single-parent
families with incomes less than state-established income-eligibility limits, which are
generally well below the poverty thresholds. States also determine whether assist-
ance is provided to children living in two-parent families where the principal earner
is unemployed or works less than 100 hours per month. This core of assistance is
supplemented by subsidized housing programs, which reduce shelter costs, for some
low income families with children, by the Earned Income Tax Credit (E'IC), which
reduces the tax liability, or provides casgag:xments, for low-income families with
children and low earnings, and by school meal programs that sussidize break-
fastt: and lunches for low income children attending schools that chosse to partici-
pate.

Complementigg this direct assistance system are subsidies for employment and
training intended to help the parents of poor children work their way out of pover-

34




‘

, o

ty, as well as funding for a broad range of social services and education programs
intended to alleviate some of the adverse consequances of poverty and reduce the
incidence of poverty in the future. Most of this aid is & le th.mugh annuﬁf
grproptiated programs that serve only a small share of those people who are eligi-
e.

OPTIONS FOR HELPING LOW-INCOME CHILDREN

Because economic growth provides increased employment opportunities and
higher incomes for those who work, government efforts to help promote economic
expansion should be zonsidered an in part of any antipoverty policy. Even in a
frowing economy, however, many families with adults who work in jobs with ve
ow pay may have difficulty meeting their children’s basic needs. Alwo, families wi
no labor force attachmen families headed by single mothers who have
responsibilities for caring for young children—poverty status is less related to ihe
condition of the economy. Children in these families are more likely to re r
for extended periods and to be dependent on welfare through much of their child-
hood. To a large extent, this long-term d?enden results from their parents’ low
educational attainment, lack of skills, and limited early thb experience. For some,
long-term dependency is related to how young their mothers were when they first

ve birth, which contributes to all these difficulties. While children in such fami-

ies account for & small mﬁortion of the poverty population at any time, they con-
sume a disproportionatefy rge share of welfare expenditures over the years and
pose the greatest challr e to anteigoverty licy.
tions for altering current federal efgaom that help to reduce J‘)overty a.mon?
children, or its effects on them, are as varied as views regarding the 8 O
goverty and the appropriate role for government. Some alternatives would compre-
ensively restructure the current wﬁ?are system. These range from proposals to
have the federal government assume full responsibility for providing a minimum
income floor for all families with children, to proposals that would sreatly scal
back the current public assistance in order to increase incentives for low-
income people to take responsibility for improving their own well-being. Also, sever-
a! of the current pro for restructuring the federal income tax system include
provisions that would reduce or eliminate the income taxes paid by poor families.

At the request of this Committee, the CBO's contribution to the study that you
are releasing today focuses primarily on options that would modify exjsﬁnﬁlpoliciee,
but would leave the structure of the present public assistance system the same.
Again as requested, the options considered include many of those contained in the
froposed Omnibus Antipoverty Act of 1984 (H.R. 4920), which was introduced in the
ast Co .! In Part II of the Committee’s report, the CBO examines more than
40 gpecific options, in Part IIl, we provide additional detail regarding modifications

P

to the rogram,
The remainder of mi statement I{:resents examples of the options that are dis-
cussed at greater length in Parts Il and HI of the Committee report. The t;peciﬁc
alot;zl-nativgta reflect three different approaches to dealing with the problem of child-
poverty:
One set of options would increase government transfers to provide poor familisa
with additional resources to meet immediate needs.
The second set of options include policy changes intended to enhance the ability
of low-income families wiil. children to achieve economic independence and, thus, to
escape poverty through their own efforts.
The final set of options is designed to help alleviate some of the potential effects
of f:overt): on children, or to reduce the incicrence of childhood poverty in the future.
In considering any option, several fundamental issues must be addressed. For one |
thing, how effective would a ﬁarticular aptproach be? This question is often difficult
to answer fully. Even when the amount of aid is easillv1 quantified, as in the case of
cash benefits for poor families, it is difficult to know how much assistance actually l
l
|
\
|

reaches the children and thus what the impact will be on their well-being. Also, in
deciding how much assistance to provide, there is necessarily a dilemma involved in
balancing more help for the children with reduced incentives for their parents to
support their families themselves. In other cases, such as the provision of many
social services, jt is inherently difficult to assess the effectiveness of alternative poli-
cies. Finally, the long run impacts are seldom understood, even in cases where the
immediate effects are well analyzed.

————

' The specific parameters included in I..%. 4920 should be viewed as illustrative of various
types of ¢ es that could be made in current poliCies.
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Even if there is general agreement that a particular approach is worthwhile, the
large projected federal budget deficits confront the Confrees with difficult tradeoffs.
Because mogt proposals to modify current policies would require additional outlays
or would reduce revenues, other demands on the government and limited tax reve-
nues conflict with the desire to 2id poor children. As the Congress works to reduce
deficits, choices among these competing factors are particularly difficult.

INCREASE RESOURCES THROUGH DIRKCT ASSISTANCE

One set of options would increase resources provided by the government—either
by increasing benefits to families that are already eligible for assigtance, or by ex-
panding eligibility to reduce disparities that now exist in the treatment of similar
types of families. Both approaches would improve the living standards of some low-
income fami..es with children, but they could also weaken incentives for low-income
families to make their own efforia to egeape poverty.

Increase benefit levels,.—One option for increasing the incomes of low-income “ami-
lies with children would be to require that all states set minimum AFDC benefits at
a level sufficient to assure that any assisted family would have cash income plus
food stamps equal to at east 65 percent of the federal poverty guidelines.® If such a
minimum were enacted to take effect in 1986, a family of three with no other
income would receive an AFDC benefit of $396 per month, plus $132 in food stampe.

This option would raise AFDC benefits for some or all current recipients in 41
states About 2.2 million families currently participating (that is, three-fifths of the
total) would receive net increases averaging about $75 per month in the combined
value of their AFDC and food stamp benefits, and an estimated 190,000 additional
families would join the AFDC program. Such a change would increase net costs for
the federal government and the states by about $2.7 billion in 1986, including in-
creased AFDC expenditures, plus associated increases in Medicaid, net of reduced
food stamag expenditures. About one-half of the increased costs would be borne by
the federal government Raising benefits would also increase work disincoentives, cs-
pecialgl folr people with low potential earnings and those in aress where wages are
generally low.

Another option would be to encourage states to raise AFDC benefits faster than
they otherwise would by reducing the states’ share of costs for benefit increases. For
example, as proposed in last year’s Omnibus Antipoverty Act, the atate share of
benefit increases made on or after December 1, 1983 could be reduced by 80 percent.
Costs and effects would depend on state responses. If states continued to raise bene-
fits at present rates, this option would serve only to shift costs from them to the
federai overnment Alternatively, states could elect to hold their AFDC costs at the
same level thoy otherwise would have been, and use the increased federal payments
to raise benefit levels. Under thess alternative assutgintions, federal costs would rise
by $0 1 billion to $0 2 billion in 1986, while states could save as much as $0.1 billion
In that year Both federal costs and state savings would rise in later years, reflect-
ing the impact of subsequent benefit increases. recipients in states that chose
to increase benefits more rapidly than they now do would again, but the amount
cannot be estimated.

A third option would be to liberalize the Earned Income Tax Credit (EITC). In
recent years, the tax burden on poor families has risen rapidly. A four-person
family with earnings at the proverty level will tpay over 10 4per(:ent of its income in
federal payroll and income taxes in 1985—up from about percent as recently as
1978 Qver roughly the same period, the real value of the EITC has declined. Be-
tween 1979 and 1983, the number of families benefiting from the credit declined by
about 900,000, and total benefits realized fell by $300 million.

Raising the EITC from 11 opercent to 16 percent of the first $5,000 of earnings, and
phasing it out between $11,000 and $16,000 of earnings—as called for in last year's
proposed Omnibus Antipoverty Act—would approximately return the credit to its
1979 level Such a change would reduce the marginal tax rate for about 2.6 million
current beneficiaries with earnings between $6,500 and $11,000. It would also pro-
vide benefits to about 37 million families that have earnings between $11,000 and
$16,000 and cannot qualify under current law. For the latter group, however, chang-
ing the EITC in this way would raise their effective marginal tax rates, thus reduc-

*That level would be somewhat lower, for examﬁle, than the benefit level available through
the Supplemental Security Income which serves low-income elderly, blind, and dis-

aAl::ltedrplego le This minimum AFDC geneﬁt was included in the proposed Omnibus Antipoverty
o .
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ing their marginal incentives to work. The net budgetary impact would be about
$3.4 billion in 1986.

Reduce disparities in coverage.—Other options would reduce disparities in cover
age under current p by extending eglgibility to families that are not current-
ly served in some or :ﬁ states. One alternative would be to mandate coverage in the

program for poor two-parent families in which the principal earner is not em-
loyed or works less than 100 hours per month—a group that about hglf the states
ave chosen not to cover. Another %ition would be to provide coverage for all poor
two-parent families, regardless of their employment status. The latter
which would provide benefits to some families that are currently categorically ex-
cluded under federal law—would 2dd an estimated 450,000 families to the AFDC
rolls. Total net federal costs would be about $1.8 billion in 1986; state costs would
amount to about $200 million in the same year such a change would reduce incen-
tives for some low-income recipients to work, but it would also eliminate one incen-
tive that low-income parents have not to marry or to break up if they are married.

Another alternative would be to require that states provide Medicaid coverage for
all low-income children and pregnant women, regnngles of the type of family in
which they live. Mandatory Medicaid coverage for all children and pregnant women
in families with income below 65 7percent of the federal poverty guidelines, for ex-
ample, would serve an additional 700,000 childre.1 and 100,000 pregnant women an-
nually. This option would reduce disparities in the access of Jow-income children
and pregnant women to health care without expanding eligibility for each assist-
ance. It would rise annual costs by roughly $70(?gillion, vided about evenly be-
tween the federal government and the states.

PROMOTE ECONOMIC INDEPENDENCE
A second broad strategy for aiding poor children would be to help their parents or

diana achieve economic independence. This approach could involve raising work
incentive or work requirements in Cucrenl Lrunsfer programs, increasing employer's
willingness to hire parents of poor children, either by raiainﬁdpa.rents’ skilis or by
lowering the cost of employing them; or expanding access to child care.

Increase work incentives or work requirements in, current transfer programs.—Nu-
merous changes could be made in the rules governing public assistance programs to
encoqra%e parents to work more. The federal government could, for example, raise
permissible deductions from income under the AFDC and Food Stamp p X
this change would lower the amount by which benefits are reduced for people who
work Specific changes could include al owing larger deductions to cover work-relat-
ed expenses, raising limits on deductible child care costs, or dmr&fardlng a larger
fraction of earnings in calculating benefits. The combination of adjustments in the
AFDC program called for in last year’s proposed Omnibus Antipoverty Act would
affect about 215,000 current recipients, raising benefits by an average of $69 per
month in 1986 for 155,000 families, but lowering benefits by about $16 per month for
60,000 others. In addition, aa estimated 190,000 new participants would qualify for
payments averaging $116 per menth. The total net cost would be about $0.5 billion
in 1986, about 40 percent of which would be paid by the federal government. While
this option would reward families that try to help themselves, its effect on work
effort is unclear. .

Another option would be to require that all adults in families receiving AFDC
benefits orm some work as a condition of receiving benefits, unless they are ex-
empted for reasons such as disability or the resPonsibilit,y of caring for a young
pionts. buf 1 moek St ) oo Upe of worklure program for A o
cipients, bu mi it is not univ . workfare would increase
incentives for welfare recipients to seek jobs. It might provide welfare recipi-
ents with opportunities to increase their skills and credentials so that they could
become self sufficient. Many claims about the value of workfare are in dispute, how-
ever Reliable information on its effects should be available shortly when evalua:
tions of current demonstration programs are completed. .

Increase the ability of low income parents to compete for jobs. --The employme:t
rospects of low income parents coultfa also be improved by increasing their skills or
y increasing the demand for the skills the&have. One option for raising skill levels

would be to Increase training funds under the Job Training Partnership Act (JTPA).
For examJJle, an additional $100 million in JTPA funds earmarked for AFDC recipi-
ents could provide training to about 50,000 more people—an increase of more than
40 percent in the number of AFDC recipients who now receive JTPA t .
Based on evaluations of an earlier program, there is reason to anticipate that JTP.

training could increase the future eatnings of welfare recipients, especially for those
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with little previous work experience. Opponents argue, however, that some of the
gains in earnings reflected differences in motivation between participants and non-
partici(;:mts, and that funding increases are not warranted.

Another approach would be to subsidize the wages of particular groups of work-
ers One option would be to reauthorize the Targeted Jobs Tax Credit (TJTC), which
provides private employers who hire members of certain economically disadvan-
taged groups—including AFDC recipients—with tax credits of up to $3,000 for the
first year of employment and $1,600 for the second year. Extending the credit,
which is due to expire at the end of this year, and limiting eligibility to AFDC re-
ciiients would encourage private employers to hire members of this group. On the
other hand, employers might receive the subsidy for hiring workers they would
have hired anyway.

Alternatively, more jobs for low-wage workers might be available if certain regu-
lations and laws affecting the operation of labor markets were relaxed or eliminat-
ed For example, the Congress could reduce the federal minimum wage, which is
currently set at $3.35 per hour. While this action would probably help additional
members of poor families with children to find jobs, it would probably decrease
eaminﬁ for some people who already hold minimum-wage jobs, because their wages
would be reduced. The precise impact this option would have on poor families with
children is not known.

Increase access to child care.—¥or some low-income parents, limited access to af-
fordable child care may be the greatest constraint on their ability to look for jobe.
One approach for increasing access is to provide incentive grants to states or non.
profit organizations to expand low-cost child care. Alternatively, child care for low-
income families could be subsidized directly. For example, a set-aside coald be pro-
vided in the Social Services Block Grant (SSBG), which is funded under Title of
the Social Security Act. (Funding for the block grant is $2.7 billion in the current
fiscal year ) In addition, the delpendent care tax credit could be modified to make it
more valuable to low income families. Considerable disagreement exists, however,
over the adequacy of the current supply of child care, the degree to which a lack of
child care limits labor force participation, and the role the federal government
should play in this area. .

ALLEVIATE ADVERSE EFFECTS AND HELP PREVENT FUTURE POVERTY

A final get of options focuses on ways to alleviate some of the adverse effects of
poverty on children, or to help prevent povertgsin the future.

Because teenage pregnancy contributes substantially to child poverty and long-
term dependence on public assistance, another approach would be to attempt to
reduce the teenage pregnancy rate and to help those teenagers who become preg-
nant One option would be to increase funding for family life education programs or
for family planning information and services. For example, increasing funding by
$100 million for Title X of the Public Health Service Act could egrovxde family plan-
ning services to 14 million additional adolescents. Family life education and famuly
planning could increase teenagers’ knowledge of the consequences of sexual activity,
as well as their access to contraception. There is great controversy, however, about
whether it is appropriate for the federal government to fund such assistance or
whether parents ghould be solely responsible. Pregnant teenagers could also be
giver information about adoption. In addition, comprehensive services could be pro-
vided to those teenage mothers who choose to raise their children themselves, by
assisting them to remain in school and thereby improving their chances of achiev-
ing economic independence.

Another approach would be to provide ameliorative or preventive services to the
children themselves. One example would be to increase funding for the Head Start
?rogram, which pays for a wide range of services for low-income children and their
amilies through a preschool day care program. In addition to safe and developmen-
tally oriented day care, the program proviﬁes children with medical and dental serv-
ices, as well as balanced meals. While the long-term educational effects of the na-
tional Head Start program remain unclear, ssme preschuol intervention programs
have been found to lessen substantialli the odds of failure in school, and even to
imi.\rove employment experiences after high school. Funding for this program s $1.1
billion in 19l8)5.

The federal role couid also be expanded by helping prevent child abuse or neglect.
Although these problems are found in families at all .ncome levels, some low-income
families find it particularly difficult to resolve their difficulties because of inad-
equate resources. One option would be tv encourage gtates to develop programs to
remedy some of the problems that low income families face in the child welfare
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system. For examls, funds could be provided either through the Social Services
Block Grant, or through a new grant program, to help states provide prevention and
reunification services to meet the n of low-income families.

Funding could also be increased for the Supplemental Food Program for Women,
Infants, and Children (WIC), which provides food assistance and nutritional screen-
ing to low-income pregnant and postg:rtum women and their infantas, as well as to
low-income children up to age five. Evaluations of the WIC program have found it
to be effective in redu-ing the incidence of low birthweight among infants—a condi-
tion that is linked to increased probability of infant mortality and a wide variety of
birth defects. Program coverage s fears to be incomplete, however. Current appro-
priations— which are set at about g .5 billion in 1986—are estimated to be sufficient
to serve only about one-third of all income-eligible women, one-half of all income-
eligible infants, and one fifth of all income-eligible children. Cata are unavailoble,
however, on the proportion who also meet the nutritional-risk criterion.

CONCLUSION

In conclusion, children make up the lar%e:t single group among the poor in this
country, and their numbers grew sharp) tween 1979 and 1983. While some im-
provement has probably occurred since the most recent information was gathered,
children will almost certainly continue to constitute a large share of the poor popu-
lation for some years to come.

Numerous options are available for altering current federal efforts to help these
children, but most would either increase federal outlays or lower revenues during a
time of overall budgetary stringency. Balancing the desire to help poor children
with broad budgetary concerns pases difficult tradeoffs for the Congress.

Poricy Oprions To Repuck PovERTy AMONG CHILDREN

Atd to families with dependent children [AFDC)
Establish National Minimum AFDC Benefits.
Expand AFDC Unemployed Parents .
Stglge AFDC Unemployed Parents am (AFDC-UP) Mandatory for All
Extend AFDC Eligibility to All Low-Income, Two-Parent Families, Regardless
of Labor Force Status.
Raise AFDC Asset Limits.
Require Employable AFDC Recipients to Participate in Work Related Activiiies.
Liberalize the XFDC Earnings Deductions.
Raise Federal Matching Rate on New Benefit Increases.

Earned income tax credit (EITC]
Return the EITC to its 1979 Real Vaiue and Index.
Increase the Percentage of Earninax 7 ilowed as a Credit.

P Ra::e the Percentage of Earnings A..twwed as a Credit and Increase the Turning
olntis.

Use Poverty Guidelines to Define Earnings Levels that Receive Masimum Credits,

Children’s allowance
Food Stampe:
Increase Maximum Food Stamp Allotments.
Change Limits on Child Care and Excess Shelter Cost Deductions.
School Nutrition Programs
Make the National School Lunch Program and,'or the Schoeol Breakfast Program
Mandatory for All Schoals, ° ’
Increase the Reimburseament Rates for the School Breakfast Program.
Raise the Income-Eligibility Guidelines to Encompass More Students.
Health care
Expand Medicaid Eligibility to Include ANl Children and Pregnant Women in
Families With Income Under 65 Percent of Poverty.
Increase the Number of Federally Subsidized Primary Care Centers.
Provide School-based Health Insurance Coverage.
Housing assistance
Make Housing Assistance an Entitlement for Poor Familiea with Children.
Reduce Benefits and Expand Coverage for Poor Families with Children.
Reallocate Certain Housing Assistance Toward Cash Grants.
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Supplemental Food Program for Women, Infants, and Children [WIC]
Expand Funding for WIC.
Convert SIC to an Entitlement Program.

Child welfare services

Increase Funding for the Social Services Block Grant (primarily title XX), and
Earmark the Additional Funds for Child Welfare Services.

Provide Incentive Funding to Foster Innovative State Prevention and Reunifica-
tion Service Programs.

Targeted education programs

Expand Head Start.
Increase Funding for Compensatory Education (Chapter 1).

Services Related to Adolescent Pregnancy and Parenthood .

Increase Assistince for Family Life Education Programs.
Expand Access to Family Planning Services.
Expand Access to Adoption Services.
Provide Comprehensive Services to Adolescents Who Choose to Raise Their Chil-
dren Themselves.
Expand Schocl-based Services.
Develop Comprehensive Services Linked to the AFDC Program.

Employment and Training
Increase Training Opportunities for AFDC Recipients.
Expand Funding for Job Training Partnership Act (JTPA) Programs.
Enact a Program of Closely Supervised Work Experience.
Increase the Demand for Low-Paid Labor.
Reauthorize the Targeted Jobs Tax Credit for AFDC Recipients.
Remove Barriers to Employment.

Child Care

Encourage Greater Supply.
Provide Incentive Grants for the Development and Operation of Targeted
Child Care Programs,
Prl‘:rgénote the Development of Umbrella Organizations for Family Day Home
viders.
Improve Knowledge About Available Child Care Resources.
Improve the Affordability of Child Care for Low-Income Families.
Earmark Social Services Block Grant Funds for Child Care.
Modify the Dependent Care Tax Credit.
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TABLE 1.5, COMPARISON OF \FDC OPTION:
Chante in the
Number of Averaxe Benefit Official Poverty
Families Affected Change (in doflars Gao for Families
!ln mllttons) per month) Fiscal Yeer 1934 Cont WVith Children
1 ew Current New {n blllions of dol (in BilHons
Option Affected Familles Families Famliles Pamllies  Families  rederal Sate Total of dollars)
Minimum Benefit Categocleally eligible 1.6 G.l 1 195 NA. NA NA. 1.6
60 percent of poverty families in Jow- .
beneflt Jates
63 percent of poveriy 2.2 0.2 m 197 1.3 1.0 2,7 2.7
70 percent of poverty 2. 0.3 160 208 NA. NA, YA, 3.9
Extend Benefits to
Two-Parent Faemilies
All states, current  Two-parent famties 0 0.1 - 228 0.2 0.2 0.4 <0.1
eligibllity rules with unemaloyed earners
1n non<AFNC-UP states
Al poor families, Two-parent families not 0 0.4 ae 3 1.3 0.2 1.5 «0.6
regardiess of currently ellgible due to
ployment status toy status of fiving .
In non AFDC-UP states
Liberalize Asset Low-income families
Limitations with assets above
current limits
$2,230 0 0.1 - 32 0.1.0.3  0.1-0.% 0.2-0.7 A,
Current Yood
stamp limits ] 0.1 - N.A, 0.2 0.2 0.5 N.A
No limits 0 0.2-%.4 - N.A, 0.4-0.3 0.3-0.7 0.7=1.5 NA.
Require Employadble All ecipient families with 4
Recipients to Partici=  emoloyable members not now
pate in Work-Related  working and not otherwise Conts and effects of this option cannot be estimates for lack of data.
Activities exempted from work
Likeralize Earnings  Peimacily familics 0.2/ 0.2 524 1e 0.2 0.3 0.3 -0.2
Deductions with eamnines
Reduce State Matching  Uninown since
Rates for Benefat state behavior
incresses cannot be predicted 3.7 N.A. n.? NA. 0.1.0.2 %140 0.9.2 N.A.
SOURCE: Congressional Budget Office estimates.
NLA. 7 Not available
2. Combined budgetary effert of changes in AFNC, food stamos, and Medicaid,
he 155,079 current recipients would 2ain henefits, while 60,993 would get fess.
o Arerare henefit increase for (hose current reciptents whose benefits rise. ReciDients whose benefits would Lafl wouM fose an averase of $13 per month.
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Chairman Forp. Thank you very much, Dr. Penner. I am sorry
that I had to walk over to the House floor and vote. But we are
. delighted to hear from you today.

We have heard from CBO as well as CRS as we try to address
some of the ills in which not only the children of this Nation are
faced with, and those who are living below poverty, but when we

_look at information and see charts that have been shown to this

" committee today that children living below poverty have outnum-
bered or outranked the aged. And that is not to say that we suf»
port poverty among the aged, or any other class or group of people

. . in this Nation, but we have heard from other agencies and we have

" heard from other independent studies just recently.

This committee made a field trip and heard from Dr. L
Brown, who headed the physician’s task force over at Harvard Uni-
. versity, that talked about poverty and hunger in America reaching
epidemic stages. We have received information on the subcommit-
tee that shows, and will indicate very strongly that some 35 million
plus Americans are living today belov, poverty, and we receive this
report today, and many of us have 1.5t had an opportunity to go
over it page by page, but the oversiew and testimony we have re-
ceived today 1s devastating to know that some 13 plus million
American children in this country are living below poverty. And I
think it is clear to say that that is the next generation that will
lead this Nation, and I am just happy to have the opportum;tg to
chair this committee and to hear from these two panels joined by
ane of our very distinguished Ser.ators from the other body, and
members of this subcommittee who are willing and able to address
tkis problem, I strongly would hope that the administration and
other colleagues in both Houses of the Congress will continue to
tcke a serious look in knowing that we must address the problem
of poverty among children as well as hunger in America, and ad-
d{)?)sst some of those cther ills in which we have been told so much
about.

The CRS’ portion of the study clearly shows that the study in-
creased in the poverty—increased rate of poverty among children
will increase today.

I am just wondering, when we look at this report, it goes up to
1983. I am sure that if we had information or primary information
that we complete the study through the year 1985, I do not know of
any set of policies that have been instituted or implemented that
would make any significant changes as it relates to a decrease in
the poverty level among children. And I don't know of any policy
changes in this Congress that has addressed any of the problems in
the past 18 months.

I would just like to hear from the Congressional Research Serv-
ice. 1983 versus 1985, maybe a year and a half, 2 years later, are
there any other indicators that would show that we would have a
decline in the poverty rate among children? I know in the last Con-
gress we passed the child support enforcement legislation, and in-
formation that we received during the time of the markup of that
bill led us to believe that children in this Nation who had an
absent parent who was not paying the child support, and children
in this country with those parents know the household, and not
paying child support, there was a loss of some $4 billion per year.
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Mrs. Burke, you indicated that in 1959, the deficit was some $10
billion for children, and you said in 1983 that the same deficit has
reached some $15.9 billion. I do not think child support enforce-
ment legislation has had the time yet in many States to conform
with the Federal laws that would assure the children of this
Nation that they would receive their fair share of child support in
the $4 billion that has been paid in.

Are there any changes that you would know of that might have
taken place in the last 9 months that relate to policy changes or
some of the options that the CBO has talked about that would
make any difference? Would there be a change or difference in any
ggdghgse figures from 1984 to 1985 that you have talked about

y?

Mrs. Burke. Mr. Chairman, the overriding change, I think,
would occur in the economic condition, in the lower unemployment
rates. The end of the recession, we think, should have a very favor-
able influence on the child poverty rate, at least, and/or especially,
for children living in two-parent families. We will not know those
figures until August. Our report does indicate that the reduction in
poverty attributed to a more favorable economic climate is perhaps
less, or may be less, than it would be if you did not have the prob-
lem of increasing inequality in income. And we do not know, that
that problem will continue. It probably reflects a couple of things,
first, the rise of single-parent families at the bottom of the income
distribution who have low earnings, and the rise of families with
two high-paid earners.

Second, it also probabiy reflects basic demographics, the fact that
we had a large baby boom coming into the labor market in the
1970’s, with more competition for jobs. In response, however, to
your question about specific policy, it is our view that the intensi-
fied program of child support enforcement, including the provision
that would require States by October, I think, it is October of this
year, to have mandatory wage withholding for delinquent fathers,
will be beneficial to many parents if it works.

However, many of the parents—many of the poor parents raising
children alone——do not have child support awards. In many cases,
paternity has not been established. So I think there are some basic
limitations to that method of immediate aid for poor children.

Chairman Forp. In looking at the charts and tables that you
have shown the committee today, is the decline in the purchasing
power of the AFDC benefits a real factor in this poverty among
f children?

Mrs. BURkE. Yes. It is a factor in the increased poverty rate, par-
ticularly among children in single-parent families, yes.

Chairman Forp. It is a factor.

Mrs. BUrkE. The fact is that the value of food stamp benefits,
which are near cash and generally have kept up with inflation, is
not reflected in the overall poverty statistics. The thing, I think, to
keep in mind is that AFDC benefits appear to have eroded in real
value by about one-third over a fairly long dperiod. .

Chairman Forp. When you look at the emograﬁhlcs of children

e poor children

in poverty today, is it clear that the majority of t
today live in female-headed families?
Mrs. Burge. A slight majority, yes.
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Chairman Forp. But can economic growth be expected to reduce
the poverty rate? We have heard a lot about, well, the recession is
over, the economy is coming back, America is back. Can economic
growth be expected to reduce the percentages of the numbers of
children living in poverty in the next 5 to 6 years? .

Mrs. Burge. We would hope so. But the effect, according to our
analysis, would be more direct upen those children who live in two-
parent families.

Chairman Forp. Are you saying that we need not complement
this economic growth without any major changes in policy, and
some of the options that maybe the Congressional Budget Office
has submitted—

Mrs. Burke. No. I meant to say that progress against poverty
without a strong economy is almost inconceivable, but economic
growth per se cannot solve the problem for many of the poor chil-
dren. I do not think economic growth can solve the problem of the
mother or the young father who has not completed high scheol nor
of the never-married mother, who is very young and has not com-
pleted high school. Many other groups are very disadvantaged.

You will recall that we found that if the mother were black and
worked full-time year round, the chances were 20 percent that her
children would be poor, even though she already had a full-time
year round job. And we found 2% million children to be poor with
a fulltime year round worker. If they are to get out of poverty,
they need a supplement to their earnings, they need another
earner, or they need some other help. And the situation for those
without earners is even more severe. So for children in female-
headed families, a high proportion of those with low earnings,
other aid is needed if the object is to reduce their poverty rate.

Chairman Forp. We talked about single-family households that
are headed by females. We have talked about earlier this month,
we had witnesses to testify on the issue of teenage %I:gnancies
before this committee. There has also been some talk about AFDC
eligibility. And in those Southern Staiwes where the welfare, public
assistance, AFDC laws are such that <{ou cannot have two-parent
households, do you find in your study in this research, in this
report, that you have submitted to the Congress, for it to be true
that poverty among children has increased because of some of the
eligibility requirements of the AFDC regulations?

Mrs. Burke. We find that many poor children are excluded from
AFDC by State rules or by the Federal rule about the Unemployed
Parent Program, as Dr. Penner mentioned.

Let me explain, in many States, in order to receive AFDC, one
has to be far below the poverty threshold. Being poor by the
Census Bureau definition is not poor enough. The States set their
limits, and we do not have any minimum floor, if there were to be
a minimum floor, which is one of the options that Dr. Penner has
outlined, the CBO has estimated the number of children who would
be relieved of poverty.

In addition, the AFDC Program for unemployed parents now is
restricted to children of primary earners who work fewer than 100
hours a month. And it is not available in about 27 States. Were
that to be available, some of the low earners would have a cash
supplement of the sort that our study indicates is needed.
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Chairman Forp. The Chair will recognize Mr. Campbell at this
time.

Mr. CampeeLL. Thank you, Mr. Chairman. )

I want to thank the panel for the report that you have. I find it
very interesting and very informative.

I read your report, I see two things. You have g?yclical poverty
and structural groverty. Is that the logical conclusion

Mrs. BURkEe. Yes.

Mr. CampBeLL. The cyclical poverty seems to affect the two-
parent households more, with shorter term spells of poverty as
their economic hase rises and falls with the general economy. Is
that correct?

Mrs. BURKE. That is the general finding, yes.

Mr. CampBeLL. Then we talk about the No. 1 reason, the No. 1
way to cure poverty, and the cyclical poverty should respond to a
strong economy. en we go over to structural poverty, I hear you
saying that we have a number of causes that are to be considered.
One, obviously, is education. There is a relationship there to educa-
tion. There is a relationship to the age at which a girl gives birth.
There is a relationship there as to whether or not that person mar-
ries. They are more likely to be in poverty even if they marry and
geparate. So I see a breakdown in the family unit as one of the
great contributing factors to goverty.

Is that a logical conclusion?

Mrs. Burke. Yes. The rise in the share of female-headed families
with children has increased poverty because they have a high pro-
pensity to poverty.

Mr. CampseLL. I think we need to look at the problems of struc-
tural poverty. If we have a strong economy, we can deal with cycli-
cal poverty, and, as you said, we are probably on a poverty down-
swing As your figures indicate, we have had the highest inflation
in history which wreaked havoc among thcse who were at the
bottom end of the economic scale. But in looking at some of your
suggestions, I am very interested in seeing some of the things that
you were talking about.

In trying to Iower teenage p::(g]'nancies, if I recall what I read
correctly awhile ago, if we can reduce the number of single-parent
Pregnancies among girls under 18, that would reduce the poverty
rate by 12 percent by 1990.

Is that a figure that I read?

Mrs, BURKE. I must refer to our demographer.

Mr. CampBeLL. I will see if I cannot read it here.

Mr PENNER. Mr. Campbell, I think that that particular namber
came out of our report, and that it is based on an Urban Institute
study on the effect that reducing the teenage birthrate would have
on AFDC costs.

Mr. CampBeLL. Then, Dr. Penner, I believe in that same report—
I cannot quite flip to it, but I was trying to read all this as quickly
as I could, some of what I just got today—did it not also say that if
ﬁou could cut in half the number of single-parent out-of-wedlock
lsi)xét&s, that you would reduce the poverty rate by 25 percent by

Mr. PeNNER. That refers to reducing the birthrate of all teen-
agers, yes.
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Mr. CampBELL. That is all of them. The first figure was under 18.

%gr. PENNER. And that refers to AFDC costs and not the poverty
rate.

Mr. CampBELL. AFDC costs. So we have a major problem, and as
Chairman Ford said, this Committee has been concerned with that.
We did pass the child support legislation. It has not had time to go
into effect. Where the paternity can be established, it may be of
some benefit to have people live up to some responsibility.

We also had a hearing on teenage pregnancy in this committee
just a short while ago, and there were some very shocking statis-
tics. There was testimony, primarily from young girls, that they
did not wish to marry the father of their children. The questions
were pursued, and it was that they really didn’t want to spend
their fife with that person; that they will have a child by them,
they were still ﬁoin out with them and they would continue to go
out with them, but t eg Jjust did not want to live with them and did
not want to establish the relationship.

My concern is, and I think you have addressed it, how do we put
our effort toward education of young people about prevention in
this instance, which seems to me to be one of the great contribut-
ing factors overall to what we have. And I would like your observa-
tions. You have written a few things here. I would like both of your
observations here. How do we get at this beginning of poverty
which is, in that sense, structural?

Mrs. BURKE. One way that might sound indirect but might be
beneficial, I think, is suggested by those researchers who feel that
the primary cause for the rise in the number of families with chil-
dren being raised by the woman alone, that the primary cause of
that is the increase in the joblessness of young black men.

Mr. CamPBELL. That is the eligible husband theory?

Mrs. BURkE. Yes.

And we do Lot know to what extent the increased joblessness of
young black men reflects less demand for them, or to what extent
it might reflect lower willingness to work at particular jobs com-
pared with the willingness at earlier times. But, at any rate, it is a
theory that perhaps needs exploration. And I have heard also anec-
dotal evidence abgut young women who said, no, I do not want to
marry this man. He 18 a loser. And maybe if there were fewer of
them who were losers, it would be a help.

There are research projects underway that would encourage
goung women who already have children not to have a second

irth. There are many efforts at counseling, but I do not know any
magic. And I think Dr. Penner may have other suggestions.

Mr. CampaeiL. What statistics do you have in your report of
single parents that have children in poverty that have the second
and third child out of wedlock?

Mrs. BURKE. I am sorry, I do not know.

Mr. CampBeLL. You do not——

Mrs. BURKE. We do not deal with that.

Mr. CampBELL. Dr. Penner?

_Mr. PENNER. I do not think we have that particular number, no,
sir.

In terms of your original question, there have been a lot of at-
tempts in the past to provide what are called Family Life Educa-
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tion Programs to try to increase people’s responsibilities toward
members of the opposite sex. In addition family planning services
can be undertaken under title X of the Public Health Service Act.

To give yor a idea of the numbers involved, $100 million could
provide some sort of family planning services to about 1.4 million
additional adolescents. The effects of that are, of course, difficult to
measure. I am skeptical myself about any social science research.
There are studies, however, that do indicate some degree of effec-
tiveness in this area, especially if such educational efforts are com-
bined with access to clinical services of one kind or another.

One very different point to note in terms of actual teenage mar-
riage is that the teenage divorce rate is aleo very high. That is a
problem in itself. A marriage may not last even if it does occur.

Mr. RangeL. Will the gentleman yield?

Mr. CamesEeLL. Certainly.

Mr. RANGEL. I had hoped that one of the answers might have
been, and I think that you touched on it, to give a profile of the
teenage father, because Senator Long has always supported pro-
grams that were supposed to really capture this runaway pappy, as
he called him, until he found out that the runaway pappy was
some school kid who had no job, no skills, no hopes for a job. And it
looked like he was heading on to a life of alcohol addiction or
would end up in some penitentiary. And there are some organiza-
tions which are saying that with the increase of homosexuality in
this country; the increase in black males being arrested, and the
increare in high school dropouts, that we may be talking about the
loss of the black father generally in our society.

So I know there are many studies, and I am anxiously waiting to
see what the results are. But when you say whether or not this
mother wants to marry, the question that been presented to
me is marry whom? Is that person really eligible for marriage or is
he just another teenager that has almost as many problems as his
impregnated partner?

Mr. CamrseLL. Well, I certainly would not argue with that line
of questioning or tl.at thought because I think it is very true. It is
supported, I think, by a lot of testimony we have had. I think there
is one other point, though, and I will ask this.

Does our system that encourages a single mother, teenager, to
move out andy set up a new household from her parents contribute
in any manner to an increase in poverty, or would it be better if we
tried to keep a family structure, be it a nonfather family structure
but a family structure, that had a linkage to the existing family
where there was no obvious financial problem?

Mrs. BURKE. When a teenager does move out and establishes her
own home, the mathematical result is probably an increase in the
poverty rate, yes. And we have also learned that in those States
where the AFDC benefit is relatively high, a greater proportion of
young mothers set up their own household.

Mr. CampBELL. The system is encouraging them to set up their
own households when tgey really may not be even capable of han-
dling a household——

Mrs. Burke. There is a greater tendency for young mothers to
move out and set up their own household in higher benefit States.
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And when i‘;'ou count who is poor, if the mother is back home, the
income of the whole family household is usually used.

The answer to this question partly depends upon the accounting
unit you use. If you just count the sort of subfamily that that
mother and her child constitute within the bigger household, you
would get a different answer.

Mr. CampaELL. I have more questions but I have used more than
my time and I will come back.

Mr. PENNER. In about half our States, AFDC eligibility does not
apply unless there is only one parent in the family. So some people
think that this also acts as an important incentive for breaking up
couples as well.

r. CAMPBELL. But what about the household where there is no
couple but a teenager who is 16, who has a child, and through the
system moves out and sets up a household rather than being per-
haps with a mother or a family unit of sorts?

r. PENNER. I think it does have the effect, statistically at least,
of increasing the poverty level.

Mr. CampBELL. Thank you.

Chairman Forp. The Chair would like to say for the recerd, Mr.
Rangel, we are, in fact, conducting an indepth study on teenage
pregnency in this country, and we certainly would not want to
send the wrong signals at this time because we are not totally clear
as to how it relates to many of the problems, as it relates to black
teenage pregnancy, and we would want to compile all the informa-
tion necessary before we would really try to address the problem
with legislation or resolutions in the Congress. Hopefully, we will
have additional information in the coming weeks to try to address
this problem, and hopefully we can respond to some of the ills that
we are faced with now with some of our children living in poverty.

At this time, the Chair would like to call on Mr. Rangel, who is
also one of the Members of this House of Representatives. And I
joined with him to request a study from the Congressional Re-
search Service as well as the Congressional Budget Office. At that
time, Mr. Rangel was chairman of the Oversight Committee.

We are happy to have Mr. Rangel as a participant on the sub-
committee today. The study is back and it is all yours.

Mr. RanceL. Thank you, Mr. Chairman, Senator Moynihan, and
my colleagues.

I certainly would like to acknowledge the great contribution to
the resolution of this problem that has been made b%public broad-
casting, and the presence of Ossie Dav’. and Ruby Dee, who have
come to join with us, who have always tried to take advantage of
the support they have received from the Congress to try to resolve
some of the problems that we are wrestlin%with.

Senator Moynihan, you have walked this road before, and be-
cause of the great bath you have taken, it makes it a lot easier for
Chairman Ford and I to come behind and try to deal with this very
thorny and embarrassing and uncomfortable problem that we
know is not going to go away.

I would like to say to the Congressional Research Service, Mrs.
Burke, and to the Congressional Budget Office, Dr. Penner, the re-
sults of the study have been startling and you have done a study
that certainly should shock the conscience of this Nation. This com-
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mittee, and with the leadership of Senator Moynihan, does intend
to try legislatively to provide some leadership and reduce poverty
and its effects.

The questions that I was going to bring forth, that Chairman
Ford has already. asked. It is generally believed that this great
country of ours is going through an economic growth, and accord-
ing to some people, we should expect that poor folks, and poor kids,
and minority groups are going to be swept up and rise with the
tide of this great economic boom. Yet it seems to u3, and Senator
Moynihan has written articles on this, that this might be the first
time in the history of our Republic that this generation, unlike
those who preceded us, will be leaving less of a legacy to our chil-
dren than been left to us. And it is not just a question of defi-
cits, but it is a question of are we prepared to help up the economic
ladder those of us who have less training and are more prone to
chronic illness, alcoholism, drug addiction, social diseases, as well
as incarceration.

It just seems to me that somewhere along the line that even the
most conservative of economists, if they are not prepared to deal
with the human losses that are in this, if they are not prepared to
look at the problem from a compassionate point of view, might look
at the problem from the point of dollars and cents to government
from law enforcement, social workers, and more jails. We do
depend on minorities for national security because of the number
of minorities that are forced to seek the military as a way of life
because they do not find opportunities in the private sector. And so
T hope that we are able to attract some attention from economists
and try to look at this from a cost point of view, if not a humane
point of view. I just want to congratulate both of you for the great
work that you have done traditionally for the Congress, but more
specifically on this subject. And I thank the Chair, Senator Moyni-
han, and the members of this committee for tackling a very unlzgf)-
ular subject matter, but that in good conscience we cannot talk
abO}lllt full economic recovery without bringing this group along
with it.

Thank you very much, Mr. Chairman.

Chairman Forp. Thank you very much, Mr. Rangel, and I, too,
as chairman of the committee, join with you in the comments that
you have made and think in terms of what the President has said
In the last 5 years, and talked so firmly about the safety net. I just
wonder what happened to that safety net in trying to protect the
13-plus million children in this country. And hopefully we can get
on lz;tlbout the business of this Congress in trying to address this
problem.

Once again we are delighted to have you with us, Senator. You
have been great in this area. You have been one of the national
spokespersons. We are delighted to have you here today, and I
know the children and the poor of this Nation are also delighted.

Senator Moynihan.

Senator MoyNIHAN. Mr. Chairman, I have one anecdote, two
questions.

The anecdote is that it is just 21 years ago this month almost
that ent Shriver and I came to the House of Representatives,
ap before the Committee on Education and Labor chaired by
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the distinguished predecessor of my friend and colleague, Mr.
Rangel, Adem Clag'ton Powell, Jr., and presented the Economic Op-
portunity Act of 1964.

The Antipoverty Program came to the Hill, and the Reverend
Powell ran a somewhat difficult committee for theo(i)urposes of the
minorit"xx.1 They got to sgfsak last. After everybody spoke, they
spore. And he turned to this accomplished gentleman from Ohio on
the minority side as I recall, asked what to do concerning poverty,
and he read us “The poor you shall have always with you.” That
was the response to getting rid of them. Wr thought that was
pretty silly at the time. It does not look so silly day.

We have seen, just before you came in, data presented by the
CRS that the proportion of children poor in this country today is
higher than it was 21 years agv when we began an effort to abolish
poverty. Iz that not the case, Mrs. Burke?

Mrs. Burke. It is higher than the mid-1960’s yes.

Senator MoyniHAN. We have a higher proportion of poor chil-
dren today when we undertook to abolish poverty 21 years ago. In
the mid-1970’s, the rate of poverty among children became greater
than that for the aged, and that process is going on.

I have two questions. Some stunning data here to my mind.

How do you understand this question of the quintiles on your
table 2, and perhaps, Dr. Penner, if you could help me as well as I
read that table. You have a classic situation over nearly two dec-
ades of the rich get richer and the poor get poorer, and that may
not be in absolute terms, but in terms of their relationship, that is
clearly the case.

Mrs. Burxe. Yes. We read that table to indicate—that table
measures, just as you said, not absolute income, but family income
in relation to the family poverty threshold. In shorthand, one could
say family income compared with what is needed. That is arbi-
trary, but it is a Census Bureau definition, and it shows that if you
calculate these mathematical ratios and array the families by their
ratios, the portion of their needed family income, the bottom fifth
have a much smaller share.

Senator MOYNIHAN. And it has been dropping.

Mrs. BURKE. Yes.

Senator MoyNIzAN. I can read the table and you can. We could
have a situation of everyone having a very much higher income,
but the relevant relations change. Actually we are talking about
the poverty level.

Mrs. BURKE. Yes.

Senator MoyNisAN. If I couid say, Mr. Chairman, some day we
ought to look at that line. Molly Orshansky developed it in the
early sixties, and it is based on the thrifty food budget. And you
think of all of the money we have spent analyzing the subject, we
might not have had a more subtle proposi:ion than we do. Maybe
not. Maybe it is simple and clear.

The point is we have a nutritional definition of poverty. It is no
different than the system of one penny loaf a day. The amount of
food it requires to keep you going does not change much from
decade to decade.

In 1968, the lowest fifth of the average family income was just at
the poverty line, a little bit below, and 15 years later, they are at
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half the poverty line. Not in terms of how much food you eat. It is
not just what makes you feel poor. There is obviously a slight ele-
vation, I guess, in the budget, but not much. It is basically what it
takes to keep body and soul together in terms of food times three.

Are we seeing a real shift in class structure here? Because that
could be in this table. I have not seen any data on this topic.

Dr. Penner, you are the economist here.

Mr. I would not want to read into it, sir, a permanent
cha}xllge in the class structure. I think a number of things are going
on here.

One, the comparison between 1979 end 1983 is most dramatic.
But note that all groups suffered relative to the poverty line over
that period, and that was a period of verfy bad economic perform-
ance; 1879 was a peak year immediately followed by the recession
of 1980 and the recession of 1981-82 which took us further from
the full employment level than we have been since the Great De-
pression of the 1930’s.

ing recessions one naturally sees a tendency for the income
distribution to broaden. That is to say, those people in the bottom
10 percent tend to be hurt most by a recession, so you are seeing
some of the effect of that here, too.

There are demographic changes as well that affect all groups.
They are primarily related to the fact that those from the big baby
boom of the forties and fifties have been coming into the labor
force. They have been in a much more competitive situation than
people in my generation were when they entered the labor force.
Generally, they have done more poorly than my generation did
over a co;lﬁpatable period of their lifetime.

Thus, of those forces are going on—almost all of which will
now be reversed. The economic growth record of 1984 was an excel-
lent one. Growth is continuing, althot{gh at a slower rate in 1985.
The demographics are also chaniing. e are starting to bring into
the labor force “the baby drought,” those people born during the
1960’s. Therefore, I think the chances are that what you see here is
a temporary phenomenon. I would not say that with absolute cer-
tainty, there may be some other factors at work. But I think the
largest quantitative factors are temporary.

Senator MOYNIHAN. Mr. Chairman, my time is up, but again I
say I very much respect Dr. Penner’s proposition, but this is some-
thing that bears further examination. You have a table showing
the difference between the top and the bottom of society has
become pronouncedly wider. From a ratio of 4.6 to 8.0 over 15 years
is a change that bears examination.

ank you.

Mrs. Burkk. I would like to say, that Senator, on page 167 is a
year-by-year chart which is comparable, and Dr. Penner is right. In
the most recent years there has been an especially sharp rise in
the ratio of the top fifth to the bottom. But the change has oc-
curred rather generally, I think, over that period. And I have just
done a little bit of arithmetic. The multiple was 4.6, as we sai , in
1368. It rises to 5.1 in 1978, 5.5 in 1975, a big recession year, 5.8 in
1977, and then after 1979 it speeds up, 6.4 in 1980, 6.8 in 1981. But
it does bear further examination.

Senator MoyNIHAN. Thank you, Mr. Chairman.
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Chairman Foro. Thank you, Senator. And at this time we will
recognize Mr. Pease, a member of the committee. .

Mr. PEaSE. Thank you very much, Mr. Chairman.

I am very pleased to be present today for the hearing. I would
like to begin by pafring a compliment to the CBO and CRS. And
what I say will apply to both Agencies, but perhaps more o to the
CRS. Just by the nature of things, CBO and Dr. Penner get a lot
more visibility than CRS normally does.

At any rate, I think this is an absolutely first-class report. It just
illustrates anew, if any proof is needed, what an extremely valua-
ble Agency CRS is, and the very, ver{’ hi%h level of competent re-
search which is done for the Congress by the CRS.

In my view, the CRS is often an unheralded Agency. We tend to
take your research for granted, but just looking at this report, one
can get a glimmer of the amount of work that had to go into it, not
only in terms of dedication, but intellectual brain time that was re-

uired to produce a report of this kind. So I would like to lavish all
the praise I can on the CRS, and you, Mrs. Burke, for your work.

Mrs. Burxk. It was done by a big group of people.

Mr. Pease. Not neglecting Dr. Penner.

Senator MoyNIHAN. Remember the demographers over there.

Mr. Pease. Well, thefr are all under the umbrella of CRS. They
get all the credit, too. I would like to ask one question which does
not really relate directly to children and verty, but sort of in-
trigues me. In chart 1 between 1979 and 1983, greater percentage
of {)eople went into poverty among children, among nonaged
adults, but the percentage of aged people in poverty had gone down
between 1979 and 1983.

We have heard a lot about cuts in programs. We have heard
about the de1a¥l in the COLA for Social Iéecurity and Medicare, in-
creases in all the rest. I would have thought that the trend line for
the aged would have been similar to that for the children and the
nonaged adults.

Can either of you shed any light on that phenomenon?

. Mrs. Burke. The major cash benefits to the aged are Social Secu-
rity benefits, two-thirds of all Social Security checks go to the aged.
In most of this period from 1975 on they have been automatically
indexed. There was one period of delay in payment of the COLA.

Those Social Security recipients who are needy and aged may be
eligible for SuI, the Supplemental Security income Program, and
its benefits, too, have been indexed.

In the year when the Social Security benefit increase was de-
ferred, Congress passed a special extra benefit increase for the SSI
people, and they have had a very large measure of protection
against inflation, whereas that has not happened for children.

Mr. Pease. Well, I understand the impact of indexing on that
phenomenon, but it would appear from this that the cutbacks in
recent years in food stamps, housing programs, and Medicare have
not very adversely affected the aged or at least if they have, the
effect has been overridden by increases in SSI and Social Security.

Mrs. Burke. Well, this chart, sir, deals only with cash income so
the cuts in noncash programs would not show, and actually our
data show that spending on subsidized housing for households with
children has increased. The aggregate spending on food stamps also
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has gone up. However, we had an increase in the number of house-
holds who needed those food stamps.

If you consider the decade from 1973 to 1983, we had a reduction
in of 6 percent gate cash spending for children in constant
zalue. dollars, btgt f;:lxq social insuragiorcle and caai'}ftl Wéalfare. T‘lﬁa

rop in aggregate social insurance spending was partly demograph-
ic. gocial gggurity oes to children who need not be poor, and we
had a reduction in 5xe overall child population.

Mr. Pease. My sense of things is that the chief culprit in the
downward trend line or the upward trend line in the poverty of
children is the absence of a national standard for AFDC.

In fact, most of these children in poverty rely overwhelmingly on
AFDC, and the States have set their own standards. At least I
know in the case of my own State, Ohio, we have been notoriously
lacking in changing those standards over the years.

Is that impression correct?

Mrs. BUrkE. There are many States where the income limits of
AFDC are below the povery threshold.

Mr. Pease. And are there States that are generally very slow to
adjust those standards?

rs. BURKE. It varies State by State. It is hard to make a general
statement, but if you were to do so, we tend to look at the median
State ranked by benefit level, and there we find that there has
been an erosion in the constant—the actual, value of the benefits.
There was a drop of about one-third of in real value of benefits in
the median States from 1971 to 1985. I think Dr. Penner has some
material about what reductions could be achieved with a national
AFDC benefit floor

Mr. PENNER. First, if we look at the issue of variance across
States, it really is quite dramatic. Between 1970 and 1985, for ex-
ample, if year look only in terms of the maximum benefits—see
page 304 in the report—you will see that California, for instance,
actually increased its real benefits, whereas on that same page, you
will see that a great number of States reduced their benefits in
real terms, some by over 50 percent, with the median State being
down a third.

We have looked at the issue of having a minimum benefit. In m
testimony, I mentioned the option of setting the minimum benefit
no lower than 65 percent of the poverty line. About 2.2 million
families would be affected by that. They would receive benefit in-
creases averaging about $75 per month.

. The cost of that particular specific option would be about $2.7 bil-
lion in 1986. That reflects both State and Federal costs which
would be shared about half and half.

Mr. PEASE. Thank you.

I think you, Dr. Penner, in your testimony mentioned some con-
cern .hat even as standards are raised, more money is paid out.
There is not necessarily an assurance that the money will go to the
'c:}lildren in helping to alleviate their poverty or that actual condi-

ion.

When we had our recent field trip, I had a chance to see how the
WIC Program is administered. I was very much impressed with the
controls that are built into the WIC Program so that the families of
those pregnant women and children actually get milk and other
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nutritious products, and the WIC Program cannot be used for any
other purposa.

Is tgere any difference, do you think, between something like

C versus food stamps versus cash payments for AFDC in terms
of the benefit actually going to the children? .

Mr. PeNNER. I cannot think of any obvious differences, sir. Of
course, the WIC Program is tied to food assistance, which may put
some constraints on it as opposed to a cash program. The point I
made in my testimony, however, was more concerned with meas-
urement. We just simply find it very difficult to trace the money
through to the ultimate welfare of the child.

Mr. Pease. Well, obviously, there is a measurement problem.
You are not trying to suggest in your testimony, then, that there is
a difference in how much benefit flows through to the children?

Mr. PENNER. No, I cannot think of any obvious differences exc?_pt
in the notion of certain types of aid being tied to an in-kind benefit.
But as food stamps r-d food assistance have come more and more
to be like cash, I think that the differences are small here. Medi-
caid, of course, is quite another matter. That is an in-kind restrict-
ed I&za\yment.

r. Pease. Mrs. Burke, do you have any knowledge at all of an
research that would bear on this question of effectiveness of cas
payments versus something like the WIC Program which provides
specific kinds of food to families?

Mrs. Burke. No, sir, I do not, and I beljeve in some States the
WIC Program does give cash as well. I think there is an alternative
wa{‘ of domi it. Sometimes it is a food package. Sometimes it is
cash or vouchers specifying nutritious foods.

Mr. Peask. Is there @ realistic expectation that we can ever hope
that mothers with a couple of kids, particularly minority mothers
or those without a high school education, will ever be able to work
their way out of poverty?

Mr. PENNER. I think the important thing is your assumption. If,
in fact, the unemployment rate did remain constant, it would be
very difficult to make progress. To the extent it does decline, would
be extremely helpful.

As Mrs. Burke pointed out several times, a lower rate of unem-
ﬁloyment can help two-parent families find more work. It is less

elpful for those with fewer skills.

For example, the rec~ntiy divorced mother who may have good
skills and mayv just find herself in a temporarilfr bad situation
would, of cours.. be helped by economic growth. It has also been
pointed out that we have a large number of people who work
almost full time, but who remain below the poverty line. For that
type of person I think one should look at the various job training
and job encouragement kinds of options presented in my testimony.

Mr. Pease. Well, I bring that up because a 15t of people are sug-
gesting these days that maybe we ought to cut back on welfare pay-
ments in order to encourage people to take a greater responsibility
for their own fortunes, their own place in life, and it just seems to
me that to a large extent that is based on false reasoning.

You have a chart, Mrs. Burke, which looks like a chess board,
where you have a single female head of family with people who
have not finished a high school education. I am in the process of
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hiring a new assistant on my staff, and I am struck by the fact that

you can put a want ad in the newspaper and you get 215 applica-

tions for one position. Most of those peo le with at leasi tiro de-
and most of them not currently holding a job.

And I say to myself in that situation, how do we expect a 16 y<~=
old, a nonhigh school graduate welfere mother to go out and get a
job? I think that is ludicrous for us to assume she can do that.

Thank you for your testimony and I think you have done a
superb job on this study.

Chairmen Forp. Mrs. Burke, the committee would like to thank
you and your support staff and Dr. Penner and his staff for putting
together the facts and re rting back to the Public Assistance Com-
mittee the study on children and poverty.

As I mentioned earlier in my opening statement, as a nation we
can run but we cannot hide from these facts. These are children we
are talking about, and I would hope that this study will serve as
the foundation for this committee and for this Congress, for the
House of Representatives along with the great Senator here who
will sponsor legislation on the Senate side.

I would hope tha* *Lis study would be used as the foundation for
new legislation to bring about some changes to bring some of these
children out of poverty, and we are just very than and proud
that both agencies reported back to the subcommittee these facts
and the findings on children and poverty.

At this time, I think there is a comment by Mr. Campbell before
we close the subcommittee hearinF )

Mlll‘t CaMPBELL. Mr. Chairman, I had a couple more questions if I
might.

airman Forp. You may proceed.

Mr. CampBeLL. Does our system itself encourage families or do
we need to work on the system to make an attempt to keep fami-
lies together? I will ask that of either one of you.

Mrs. Burge. I think the studies are not as clear as one would
hope them to be. The existing system is so different, for instez -,
from the negative income experiments that it is very hard to t» ue-
fer and say w2 have learne anything that applies to the existing
system. Those eXﬁ_eriments have been widely described as showing
that generous welfare can lead to the breakup of a family.

Mr. CaMpBELL. I am thinking more of the rules of the systeni.

fits unless there is an unemployed primary worker:
there is any conclusive evidence on that.

Mr. CampBELL. Let me ask you about another area that was al-
iuded to somewhere in the study. Does the system itself have work
disincentives?

Mzs. BUkE. It does. I think Dr. Penner should give a more full
answer as an economist. But when transfer payments are made to
persons who do not have to work in exchange, the fact is that some

ple reduce their work efforts somewhat. That is demonstrated

y several experiments and studies.

However, if the object of the transfer is to reduce poverty, trans-
fers succeed in this. The most gophisticated study we described in
our report, and it indicates that in the period from about 1967 to
1974 cash transfers doubied in real value, and they did diminish




Mr. CampBELL. Do you think it would be possible to either define
or redefine a system that would not provide a disincentive, but
would still be able to attack the problem?

Mr. PENNER. If T could comment on that, I think it ig possible,
but it is just very expensive. I think that is the basic tradeoff that
you always face. You improve work incentives by allowing people
to keep more of what the earn, and in the case of welfare, that
means reducing the benefits at a slower rate as recipients earn
more. That, of course, takes the benefits way up into the income
distribution, and, therefore, gets very expensive from a budgetary
point of view.

On the other hand, what we do now is to reduce those benefits
very rapidly. For example, if a family is earning $8,000 a year and
it accumulates another $100 in income, it would lose $24 in food
stamps, $11 in Federal income tax, and $7 in additional payroll tax.

in income would be to have Jjust $46 left over.
Mr. CampBELL. What you are saying is that in the system itself,
there is a dropoff there, because it is a disincentive at some point.
Mr. PENNER. That is correct,
Mr. CampeLL, If there was a cliff, you would try to slope it.
Mr. PENNER. That is right. But again, it gets Very expensive,

r. CampBELL. We have touched on the earned income tax credit
and other types of programs. We have not touched on what geems
to encourage people to go to work and assist them. What about tar-
geted job tax credits?

r. PENNER. Our own analysis suggests that it does have some
kind of ben_eﬁcial effect. It would be possible to narrow its scope

cost or its effectiveness. It does appear that the very act of qualify-
ing for it and announci g that one 18 an AFDC person does have
some stigma attached to it, and the result is that it is sometimes
dit;f:icult to enjoy the benefits of it, but certainly that is one of the
options.

You referred to the earned income t. credit as g work incen-
tive. I do not think that is a very good description of it.

Mr. CAMPBELL. 1t is not a work disincentive.

Mr. PENNER. I am afraid it is. At the point where it starts to
phase out, it imposes a very large disincentive, and there are more
people in that range than in the range where it is actually an in-
centive.

Mr. CAMPBELL. Tt me tell you why I am asking these Gquestions,
and I apologize, Mr. Chairman, I am looking for solutions just as
we all are, and I think Mr. Pease said how do you tell a 16-year-old
without a high school diploma who has & child to go to work. What
about educational incentives in a system?

We seem to make some efforts toward pushing this, and we have
heard a lot of testimony in other hearings that the thing that is
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needed among these younger people is to increase their educational
level, their skill levels.

Is there, and should there be, a program to address a lack of edu-
cation, a lack of skill, no abilit; to get a job? Should we be, in fact,
trying to tie some educational requirements into a system and try
§oglg)reak a cycle or should we let it go on again or is it worth pursu-
in,

Mr. Penngr. I think there are three aspects to the problem.
Clearly the best thing is to prevent the pregnancy in the first
place, and that is an educational activity.

Mr. CampeLL. That is a given. Let us talk about the aftereffects.

Mr. Penner. Given that the birth occurs, you have to think
about two things: The education of the mother, who is often very
young, and also the educational opportunities of the child.

We do talk about various training programs for teenage mSthers.
It is an area in which it is difficult to design effective programs.
But it is certainly something that one can experiment with.

We talk about the Head Start Program for the child. The evi-_
dence suggests a number of short-run benefits from the Head Start
irogram. The evidence on the longer run benefit, however, is a lot

urkier and more uncertain.

In all of these areas, it is very, very hard to find the truly effec-
tive kind of education.

Mr CampsiLL. There are many other questions. I may submit
gsome of them to you in writing to try to get them, because I do not
want to take the committee’s time. I am very interested in looking
at a change in the system.

I see from your report, as I look at it, that we have had an in-
crease in expenditures over a period of time, and yet we have had a
decline in the per-child expenditure. As I look at the demographics
of it, I see a tremendous change in the increase in the birth rate
among single mothers, teenage mothers, and those at the lower end
of the spectrum. I assume, and you correct e if I am wrong, that
as we look at the decline in the overall number of children that
were born during this period and an increase at the bottom, that
we have a corresponding reduction in birth rate the higher up the
income or educational ladder you go, and an offset of an explosioa
at the bottom. Is that true?

. Ms. GrirriTH. I think that the birth rates are currently declining
in all sectors of the economy to all people.

Mr. CampBeLL. I am talking about during this period of time.

Ms. GriFritH. They have been declining more rapidly among
higher income couples.

Mr. CampBELL. Do you have figures on the higher educational
level as well as income?

Ms, Grirrrrm, Not in this study, but they are available.

Mr. CampBeLL. But they are declining at the upper income,
upper educational——

Ms. GrirriTH. More rapidly.

Mr. CampBeLL. So that would create a disgroportion as far as
looking at the overall and the numbers at the bottom, because they
are declining at the bottom, is that right?

Ms. GrIFFITH. Yes.
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Mr. PenneR. It might be noted, sir, that if you look at it on the
basis of race, the adolescent birth rate for blacks has, in fact, been
declining more rapidly than for whites. But it starts at an enor-
mously higher level, so it is still—

Mr. CampBELL. But the trend there is in the right direction. Is
that what you are really saying?

Mr. PenNER. The trend is not in the right direction for white, un-
married adolescents. Their birth rate is increasing. The birth rate
for unmarried black adolescents is decreasing. If you look at just
unmarried adolescents, the rate is increasing. If you look at both
married and unmarried adolescents, it is decreasing.

Mr. CampieLr. If we are going to do more to solve the problem,
we had better aim at that one group as any one group out there,
had we not, that unmarried mother?

Mr. PENNER. Yes.

Mr. CamppeLL. That is where we seemingly can have the most
impact according to your figures. o

Mr. PENNER. That is where the problem is very serious. Again,
designing the policies to address the problem is always difficult.

Mr. CampseLL. Thank you, sir.

hThank you, Mr. Chairman. I appreciaje your letting me pursue
that.

Chairman Forb. I thank you, Mrs. Burke, Dr. Penner, along with
your staffs. We will be conversing with you in the coming weeks as
we think of and try to work witl the witnesses and those who
would like to testify for the committee on these critical issues of
not only children but of the poverty rates in general. Once again,
thank you very much.

Senator MoyntHAN. Could I express my appreciation for your
graciousness.

Chairman Forp. Thank you.

At this time we will conclude the hearings.

[Whereupon, at 12:20 p.m., the hearing was adjourned.]

; [lA suinmary of the committee print associated with this hearing
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SUMMARY AND HIGHLIGHTS OF
CHILDREN IN POVERTY

I. Poor Children: A Study of Trends
and Policy, 1959-1984

The Congressional Research Service prepared an historical
analysis of children in poverty and Federal policy
directed at those children. Highlights of their findings
appear below.

New Insights

Never-married mothers present the most severe child poverty
problem (three out of four children of such mothers are
poor) and their ranks are growing. In 1980 almost one-fifth
of births were to unwed mothers, 48 percent of black births,
and 11 percent of white births. If the incidence of never-
married mothers had not increased from 1969 to 1979, it is
estimated that the overall poverty rate might have been five
percent lower in 1979. (pages 249, 104 and 70)

More than one-sixth of poor children in 1983 were in
families with at least one full-time, year-round job.
These poor children numbered more than 2.5 million. Their
existence belies the widespread view that a full-time job
throughout the year is neaf:}nsu:ance against poverty.
{pages 249 and 129)

Market income (excluding government transfers) poverty
rates of children climbed 40 percent from 1973 to 1983.
Instead of rising to £fil1l the earnings gap, government cash
transfer payments to children poor without such aid declined
by six percent in real terms. (pages 249, 183 and 177)

A smaller share of the pPopulation of poor children is receiting
food stamps and AFDC but the share aided by subsidized housing
has increased in recent years, and the share covered by
Medicaid has held steady. (page 177)

Social security payments for children and their parents
are substantially larger than Federal payments for AFDC
benefits. (pages 249 and 218)

The capacity of economic growth to reduce the incidence

of child poverty appears to have been diminished by growing
inequality in the distribution of family income relativ. to
poverty thresholds. (page 249)

l
\
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Who are the Children Who are Poor?

o]

The poverty rate reached 22.2 children per 100 in 1983,
the highest level since the mid-1960s. The number of poor
children totaled 13.8 million, of whom more than half
lived in families headed by a woman. (page 35)

A child's chances of being poor varied sharply by race,
presence of the father, and marital status of the mother.
(page 31-32)

- Almost half of all black children and more than one-third
of all hispanic children were poor. In contrast,
nearly five~-sixths of all white children were not poor.
-® In 1983, most children in female-headed families were
poor.

- overall, a black child was almost 3 times as likely to
be poor as a white child in 1983.

Pamily composition and the age, race and education of

the head of the family are all important factors in
determining the poverty status of the family. For example,
the poverty rate for children of white married couples
whose father is at least 30 years old and a high school
graduate is 6.5 percent. For children in black, single,
female-headed families where the mother is under 30,

and did not complete high school, the poverty rate is

92.8 percent. (page 127)

High rates of child poverty also occur in families with
fairly young mothers (20-24), in female-headed families in
which the youngest child is under the age of 6, in large .
families and in families where both parents did not complete g
high school. (page 6)

When APDC was enacted, 88 percent of families that received
State welfare were needy because the father had died. In
March 1979, fewer than 3 percent of AFDC children were
paternal orphans. And in March 1983 more than 88 percent
of the children had able-bodied but absent fathers;
furthermore, the fathers of 47 percent of AFDC children
were not married to their mothers. (page 13)

By Pederal law, AFDC is available only to needy children
in single-parent families except in certain limited
circumstances. Twenty-seven States do not offer AFDC to
unemployed two-parent families and States are prohibited
from aiding needy two-parent families who are working.
over the years, there has been concern that concentration
of APDC benefits on fatherless families, and the program's
exclusion of needy families with full-time jobs, may have
inadvertently encouraged family breakup and nnwed
parenthood. (page 13)
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Persistent Poverty

]

Two-thirds of children who are ever poor during a 15 year
period remain in poverty for no more than four years.
However, one poor child out of seven stays poor for at least
10 of the 15 years and can be considered "persistently”
poor. These children spend two-thirda or more of their
childhood in poverty. (pages 43 and 44)

Persistently poor children have characteristics that are
different from the population as a whole. They are 90
percent black, a significant majority live in the South
and lack a father in the home. They are most likely to
live in rural areas. (pages 44 and 45)

Much of white poverty is short-term and agsociated with
changes in marital status and family earnings. Black
poverty lasts longer -- the average black child can expect
to spend more than 5 years of his childhood in poverty;

the average white child less than 10 months ~- and is less
affected by changes in family composition. (pages 47 and 48)

In theory, the poor can benefit either directly.or indirectly
from improved economic conditions. However, it appears

that economic growth cannot be expected to reduce the rate

of poverty among children very rapidly. Unless recent

trends are reversed, it might take as long as 12 years

(with an unusually high 3 percent annual growth rate in
average market income relative to poverty thresholds) for

the poverty rates of male-headed families with children to
drop back to the levels of 1979. For nonwhite female-hcaded
families, it might take 5 years. (page 176)

Family Composition

]

The number of female-headed families with children more
than doubled from 1959 to 1983. The share of all children
living in such families climbed from 9 to 20 percent.
Among poor white children, nearly 40 percent live in
female-headed families, whereas among poor black children
that figure is nearly 75 percent. (page 57)

Poverty rates among children in female-headed families
consistently have been much higher and more persistent than
those for children in male-present families. However,

from 1978 to 1983 poverty rates increased faster among

male present families than in female-headed ones, increasing
the share of poor children with a man in the home. (page 57)

The number of poor children increased by 3 million from
1968 to 1983, even though the total population of children
decreased by 9 million in those years. (page 57)
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o In 1983, more than half of all children in families with
five or more children were Poor. In contrast, among children
in families with only one or two children, just under 15
percent were poor. (page 57)

o If the proportion of children in female-headed families
had not increased over the last quarter century, it is
estimated that the number of poor children in 1983 might have
been almost 3 million less than it actually was. (Page 57)

o Birth rates to unmarried teenagers have increased steadily
since at least 1940. Even though birth rates among teenagers
overall are declining, more of their babies have been
conceived out of wedlock and fewer of the mothers are marrying
before the birth. (page 58)

Historical Trends

o The child poverty rate was cut in half hetween 1959 and 1969
to a record low of 13.8 children per 100 in 1969. Since then
the trend has reversed. By 1983, although it still was
below its 1959 level, the child poverty rate had climbed
about 60 percent above its 1969 low. (pages 3 and 5)

o Although the levels are sharply different, the trends in
poverty rates among black and white children were similar.
Poverty rates among white children declined from 20.6
percent in 1959 to a low of 9.7 percent in 1969; from that
time they fluctuated until they began to increase again
to 16.9 percent in 1983. Among black children, the rates
declined from 48.1 percent of black children in poverty
in, 1959 to a low of 39.6 percent in 1969. After a period
of fluctuation that rate also increased again, to 46.3
percent in 1983. (page 74)

o Whether poverty is measured before or after government
transfer payments (social insurance and welfare), and
whether the income counted includes or excludes non-cash
benefits and money paid as taxes, child poverty rates rose
especially sharply from 1979 to 1983. (pages 39-41)

- From 1979 to 1983, the poverty rate for children under
the official Census Bureau definition increased 35.4
percent. Under alternative definitions of poverty, the
percentage increase was even larger, ranging from 48.9
percent to 63.9 percent. (page 40)

- If taxes were deducted in the official definition,
child poverty rates would increase by 0.8 percentage
points in 1979 and by 1.5 percentage points in 1982.
The number of additional poor children in 1982 /1.5
percentage points) would increase by approximutely
900,000, (pages 41-42)
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The Experience of Two-Parent Families

o From 1978-1983, a period frequently marked by recessions
and unemployment, the share of the nation's poor children
in female-headed families decreased. This was hecause the
poverty rate climbed more rapidly in the much larger group
of male-present familios, who generally obtain a larger
share of their income from the job market than female-headed
families. (page 72)

o Without a working parent, a child is almost sure to be voor.
But having a working parent is no guarantee against poverty.
Many children need two earners to escape poverty. One-fourth
of children in married-couple families would be poor if their
only income were their father's earnings. (page 132)

o When poor families do earn their way out of poverty,
secondary workers often play a crucial role, accounting
for one-third to one-half of the extra income that lifts
children across the poverty threshold. (page 249)

¢ .

Why didn't the child poverty rate decrease as outlays for social
programs increased?
o The incidence of child poverty rose 52 percent in the decade

from 1973 to 1983, when Federal spending for income security
climbed 83 percent in constant dollars. why?

- fThere is no paradox. Government spending for social
insurance and cash welfare benefits to poor children,
unlike overall income security outlays, declined in
value from 1973 to 1983, Adjusted for price inflation,
aggregate social insurance and cash welfare payments
to children with insufficient market income were ahout
six percent smaller at the end of the decade,than at
the beginning. Furthermore, the population of such
poor children grew about 30 percent. Hence, government
cash transfers per child in need of them fell significantly.
Aggregate outlays for food stamps to children rose 75 per-
cent in real terms from 1974 to 1983. However, from 1976
to 1983, total available cash and food stamp henefits fell
by 20 percent per poor child., (page 177 and 182)

- The rise in the incidence and severity of market income
poverty of children during the decade was 80 large
that real cash transfers would have had to rise substantially
to compensate. Instead, the share of poor children
served by AFDC and food stamps has declined. The share
of poor children who received food stamps in a survey
month fell from 76 percent in 1978 to 69 percent in
1982. However, the share of poor children covered by
Medicaid was unchanged from 1970 to 1983, at about
one-half, and the share of poor households with children
that received subsidized housing rose slightly from 1977
to 1981, when it was almost one out of six. (page 177)
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- AFDC benefit levels have been eroded by inflation although
some of the cash benefit 1228 nas been offset by food stamps.
The maximum AFDC benefit of the median State (ranked by
benefit levels) fell about one-third from 1971 to 1985 in
constant dollars. Combined ARDC and food stamp benefits
fell about one-fifth. (page 178)

~ The reduced cash henefits translated into higher child
poverty rates. Together, social insurance and cash
welfare transfers in 1973 reduced the poverty rate of
children from a market income level of 18.4 percent to a
post-transfer level of 14.4 percent. This was a reduction
of 21.7 percent. In.contrast, the combined impact of
socjal insurance and cash welfare payments in 1983
lowered the poverty rate by only 14 percent (from 25.8
percent before transfers to 22.2 percent after them). If
transfers in 1983 had achieved the same relstive poverty
reduction as in 1973, there would have been about 1.2 million
fewer poor children in 1983. (page 183)

Income Distribution

o]

The distribution of income among families has become more
unequal. Ranked by family income to poverty'&atlos, families
in the lowest fifth of all families had an average poverty
income ratio of 0.91 in 1968, compared with still lower ratios
of 0.83 in 1979 and 0.60 in 1983, The average income/poverty
ratio of the highest fifth of families was 8.0 times that of
the lowest fifth in 1983. 1In 1968, the top fifth's average
ratio was only 4,6 times that of the bottom fifth, and in
1979, this multiple was 5.9 (page 166)

II. Policy Options to Reduce Poverty
Among Children
and
III. Costs and Effects of Expanding AFDC

The Congressional Budget Office analyzed more than 40
proposals for reducing poverty among children. Where
possible, estimates were made of the cost to implement the
proposal, the effect on poverty, and the number of families
benefited. Some of the options included in the study are
described below.
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Establishind Minimum AFDC Benefits (pages 290-292)

o Creating a national minimum benefit level =~ in which A¥DC
plus food stamps would equal 65 percent of poverty -~ would
target increased benefits on single-parent families in
States with low benefits.

o CBO projects that, if enacted, minimum AFDC payments to a
family of three would equal §396 monthly in 1986, For 2.2
million families currently receiving AFDC, this would
increase monthly payments by an average of $111. The net
increase for those receiving food stamps -~ about 80
percent of those affected -~ would average $73 because
food stamp benefits would decline by $38, on average.
Rouzhly 190,000 families would become newly eligible for
AFD. as a result of a minimum benefit, receiving average
payments of $197 per month.,

o As a result of this proposal, the poverty gap ~- the
amount needed to bring all poor families to the poverty
line == would decline by $2.7 billion. Setting the minimum
benefit level at 70 percent of poverty would affect about
0.2 million more families; current beneficiaries would
average $160 in additional monthly henefits.

Promoting Family Stability (pages 292-295)

o Mandating two-parent coverage based solely on need would
encourage families to stay together by reducing the current
incontive for one parent to leave home 80 that the family
can become eligible for AFDC. One of the options analyzed
by CBO would require all States to cover needy two-parent
families but allow aid to be limited to 6 months per year.

o An estimated 450,000 families would become AFDC recipients
under this option; benaefits would average about $397 per
month. In fiscal yezr 1986, the Federal cost of this option
would be $1.3 billion: about $1.1 billion for AFDC payments,
and $0.4 billion for Medicaid benefits, with savings of $0.3
billion in food stamps. The poverty gap would decrease by
$0.8 billion, roughly 3.3 percent.

Expanding the Earned Income Tax Credit (EITC) (pages 307-313)

o The EITC promotes three goals: (1) it helps poor children by
providing greater resources to their families; (2) because
married couples can qualify for the credit, there is no
incentive for families to split; and (3) because aid is
given only to families who work, the benefits are targeted
to families trying tc help themselves.

o One of the proposals for increasing the EIYC analyzed by
CBO would raise it from 11 to 16 percent of the first
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§5,000 in earnings, hold the credit constant at $800 for

earnings between $5,000 and 811,000, and phase the credit
out between $11,000 and 16,000, Assuming it is effective
in calendar year 1985, this option would extend the EITC

to 3.7 million new families at a cost of §3.4 billion in

PY 1986.

Health and Nutrition Services for Needy Pamilies

o]

Extending Medicaid coverage to all children and pregnant
women in families with incomes below 65 percent of the
poverty level would provide medical care for an additional
700,000 children and 100,000 pregnant women. Annual
Pederal outlays for the Medicald program would increase by
about $400 million under this option. (page 326)

If Congress increased funding for the supplemental food
program for women, infants and children (WIC) by $500
million, the program could serve approximately 1 million
additional mothers and children. (page 333)

Adolescent Pregnancy Prevention and Servicas

o]

The Urban Institute estimated that the Federal government
spent $8.55 billion in 1975 on AFDC households where the
mother was a teenager when she had her flrst child. It

has also been estimated (by SRI International) that each

of the approximately 442,000 teenager first births in 1979
would cost the FPederal, State and local governments together
an average of $18,700 in additional health and welfare costs
over the next 20 years. (pages 345 and 346)

Redicing the birthrate of teenagers under 20 years of age
by one-half would lead to a 25 percent reduction in APDC
costs in 1990, while halving the birthrate of only those
teenagers who are under the age of 18 would result in
savings of 12 percent of APDC costs, according to the
Urban Institute. (prge 346)

1f Pederal funding for Title X family planning services
was expanded and earmarked for serving adolescents, an
estimated 1.4 million additional teenagzrs could be served
for an additional $100 million. (page 351)

School-based service programs that provide access to child
care and to other supportive services can reduce dropout

rates after pregnancy. A 1979-1980 national survey of the
needs of and services for teenage parents found that child
care was the most commonly reported unmet need. (page 356)

Adolescent parents on AFDC are particularly at risk of
long-term poverty. Welfare offices could play a stronger
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role as "brokers" for services needed by teenage mothers,
For example, all AFDC offices that serve at least a minimum
number of adolescent mothers could be required to have at
least one caseworker who specializes in the problems

facing them. This caseworker would help adolescent parerts
obtain a range of necessary services -- for example,
subsidized care for infants and toddlers and dropout
prevention services. Given that these clients are already
being served, this requirement would merely represent a
shifting of resources and would require minimal additional
funds for initial training. (pages 357 and 358)

Work Programs for Welfare Recipients (page 362)

o]

The long-run well-being of children in poor families
depends heavily on the ability of adults in those families
to obtain jobs that pay adequate incomes.

A new national program that would provide closely supervised
work experience for APDC recipients could be effective in
increasing the earnings of women who are long-term AFDC
recipients. For example, participants in the national
supported work demonstration engaged in nine months of
closely supervised work experience in which the demands of
the job and the standards of performance were steadily
increased until they were similar to low-paid jobs, The
result: over a year after leaving the program, the average
earnings of participants were almost 50 percent higher

than those of a similar group that had not participated.

Reauthorizing the targeted jobs tax credit (pages 363-364)

o]

The targeted jobs tax credit (TJTC) encourages private
employers to hire economically disadvantaged youth,
recipients of specified cash transfer programs and members
of other designated groups, Under current law, the credit
will not be available for workers hired after December 31,
1985, If Congress reauthorized the TJTC and {f one-third
of the gubsidized jobs were assumed to be net gains for
the target group, the cost for eac. Job created would be
between $2,000 and $3,000.

Participation by employers in TJTC could probably be
increased by broadening the eligibility criteria, raising
the percentage of wages for which a credit could be claimed,
making the credit refundable, or Increasing outreach efforts
by the Employment Service.

)




